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Expense  Center  Accounting 


The  new  Expense  Center  Accounting  Manual  of  the 
Controllers’  Congress  has  exceeded  our  hopes  and  ex- 
[jectations  in  its  first  year.  In  a  recent  survey  made  by  the 
Controllers’  Congress,  well  over  half  of  the  stores  which 
replied  said  they  had  adopted  or  were  in  the  process  ol 
adopting  the  new  manual.  A  large  number  also  indicated 
they  were  adopting  the  prcxluctivity  measurement  tech¬ 
niques  of  the  manual;  the  majority  said  they  intend  to 
utilize  these  principles  commencing  with  their  1956  fiscal 
year. 

Merchants  who  have  adopted  the  new  system  tell  us  they 
now  share  our  conviction  that  expense  center  accounting 
and  production  unit  accounting  provide  an  unusually  effec¬ 
tive  springboard  for  intelligent  expense  reduction.  Some 
have  mentioned  how  pleased  they  were  to  find  the  change¬ 
over  to  the  new  technitjue  so  easy.  One  well-known  retail 
consultant  has  predicted  that  by  February  1,  1956,  the 
stores  that  are  still  on  the  old  classification  at  that  time  will 
find  themselves  in  the  minority.  By  that  lime,  too,  all  inter¬ 
store  exchanges  of  operating  information  will  be  on  the 
expense  center  basis. 

Each  Supervisor  an  Expense  Controller.  Expense  center 
accounting  is  a  most  usable  expense  control  and  reduction 
tool  if  it  is  understood  and  properly  applied.  It  serves  not 
only  at  the  management  level,  but  also  makes  each  work¬ 
ing  supervisor  a  responsible  and  interested  participant  in 
the  expense  control  efforts.  The  measuring  units  are  simple, 
understandable  measures  that  all  supervisors  can  grasp. 
By  using  the  new  techniques,  a  supervisor  can  scientifically 
budget  and  plan  his  staff. 

A  Store  Reports  Its  Experience.  Forbes  and  Wallace  ol 
Springfield,  Mass.,  has  had  two  years  experience  with  ex¬ 
pense  center  accounting.  Ralph  M.  Little,  controller  of  the 
store,  says;  “We  are  convinced  that  expense  center  account¬ 
ing  and  productivity  measurement  are  playing  the  leading 
role  in  our  current  progress,  pertaining  to  expense  reduc¬ 
tion  in  our  store.  W’e  are  developing  a  healthier  organiza¬ 
tion  as  a  result  of  our  expense  reduction  program.  It  has 
made  us  more  aware  of  the  need  of  distributing  cost  respon¬ 
sibility  down  to  lower  line  levels. 

“We  have  learned  one  other  lesson.  It  is  that  it  is  not 
enough  to  have  standards.  It  is  also  necessary  to  know 
how  the  standard  results  were  obtained.  We  believe  that 
both  requirements  would  be  filled  by  an  exchange  formed 
by  a  group  of  stores  which  would  voluntarily  associate 


ilicmsclvcs  for  the  express  purpose  of  comparing  their  oper¬ 
ating  performances.’’ 

Figure  Exchanges.  Fortunately,  there  are  a  number  of 
figure  exchanges  going  on  at  the  present  time.  The  Control¬ 
lers’  Cofigress  Research  Committee  has  had  a  small  limited 
figure  exchange  group  for  the  past  three  years.  A  number 
of  retail  consultants  and  firms  have  also  organized  their 
own  figure  exchanges.  The  Metropolitan  Controllers  group 
in  New  York  have  conducted  an  exchange  for  some  time. 

The  Quarterly  Information  Letter  for  the  first  six  months 
of  1955  will  present  for  the  first  time  a  collection  of  payroll 
and  expense  data  by  expense  centers.  This  will  include 
relative  work  load,  productivity,  and  effective  pay  rate  sta¬ 
tistics.  It  will  provide  useful  statistical  guides  for  stores  to 
use  in  developing  their  initial  expense  centers  and  pro¬ 
ductivity  budgets. 

Sam  Flanel,  general  manager  of  the  Controllers’  Con¬ 
gress,  presented  a  proposal  to  the  Board  of  Directors  of  the 
Congress  at  their  recent  convention  in  which  he  suggested 
that  each  local  group  of  the  Controllers’  Congress  organize 
a  figure  exchange  on  a  sf)ecific  expense  center.  After  these 
groups  have  built  up  a  fund  of  statistical  data  and  histori¬ 
cal  expense  on  each  center,  it  is  then  suggested  that  they 
conduct  a  clinical  case  study  of  the  center.  These  analyses 
could  then  be  edited  and  published  by  the  Controllers’ 
Congress.  They  would  provide  a  fairly  comprehensive  case 
study  of  2()-odd  centers  of  the  store  which  would  represent 
the  major  payroll  operations. 

The  Changeover.  To  stores  which  are  hesitating  about  shift¬ 
ing  over  to  the  new  manual,  it  should  be  said  here  that  those 
who  hat  e  already  done  so  have  found  the  chief  change  to 
be  not  one  of  mechanics  but  rather  one  of  comprehension 
and  understanding  and  communication  with  the  whole  or¬ 
ganization.  Perhaps  the  biggest  single  obstacle  has  been  the 
unwillingness  of  some  retailers  to  break  with  the  past. 

As  Robert  Wolfe  |x)ints  out,  “Inertia  holds  the  high  ex¬ 
pense  rates  up.  To  break  its  grip,  you  must; 

“1.  Assume  active  and  vigorous  leadership  of  the  cam¬ 
paign  to  reduce  expenses.  2.  Introduce  production  unit  ac¬ 
counting  and  learn  to  use  it  w'ell.  3.  Set  up  worthwhile  ob¬ 
jectives  for  each  expense  center  as  a  result  of  studying  the 
performance  of  other  stores.  4.  Provide  a  means  of  learning 
how  those  other  stores  obtain  the  better  results.  5.  Provide 
the  time  to  study,  plan  and  execute  the  necessary  job  re¬ 
organizations  in  your  own  store.” 
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To  suit  your  needs.  You  can  photograph  the 
fronts  and  backs  of  documents  simultaneously 
side  by  side  on  16mni  him;  or  photograph  the 
fronts  down  one  side,  then  up  the  other  .  .  . 
or  across  the  full  width  of  the  film.  A  specially 
designed  spacing  control  prevents  him  waste 
. . .  gives  you  maximum  number  of  images  p>er 
foot  with  automatic  or  hand  feeding.  Class 
document  guides  assure  sharper  pictures. 


Eliminates  a  separate  job  of  endorsing 
checks  before  deposit  in  your  bank.  The 
Reliant  does  it  automatically  in  the  fast, 
smooth  microfihning  run.  The  time  saved 
quickly  pays  for  the  high-precision  endorser 
unit,  optional  at  slight  extra  cost.  This 
accessory  conforms  with  the  Reliant's  trim, 
all-metal  design  . . .  becomes  an  integral  part 
of  the  microhlmer  when  attached. 
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STORES 


The  Month  in 


The  Harvard  Report  and  the  Con¬ 
trollers’  Congress  Departmental 
Merchandising  and  Op>erating  Re¬ 
port  on  1954  are  published  this 
month.  Both  highlight  the  unexpect¬ 
ed  strength  of  consumer  spending 
in  the  last  months  of  the  year,  which 
produced  the  best  Christmas  season 
in  retail  history.  The  Controllers’ 
Congress  sample  showed  sales  equal  to 
the  previous  year’s;  Harvard’s  record¬ 
ed  a  two  per  cent  gain  for  depart¬ 
ment  stores  and  a  one  jjer  cent  gain 
for  departmentized  specialty  appar¬ 
el  stores.  Sam  Flanel’s  summary  of 
the  M.O.R.  showings  on  total  store 
performance  and  a  special  analysis  of 
home  furnishings  results  appear  in 
this  issue,  starting  on  page  12. 

The  following  departments,  accord¬ 
ing  to  the  M.O.R.,  had  average  sales 
increases  of  five  f)er  cent  or  more  last 
year;  Cottons;  Piece  Goods;  Toilet 
Articles;  Jewelry  and  Silverware; 
Greeting  Cards  and  Wrapping  Papers; 
Records  and  Accessories;  Tools,  Hard¬ 
ware  and  Garden  Equipment;  and  a 
few  basement  departments.  Sales  losses 
occurred  principally  in  the  women’s 
outer  apparel  departments,  and  also 
in  the  overcoats  and  tojxroats  section 
of  Men’s  Wear  and  in  Hard  Surface 
Floor  Coverings. 

From  Malcolm  P.  McNair’s  report 
on  the  Harvard  figures,  delivered  on 
June  2  at  the  Controllers’  Congress 
convention  in  Portsmouth,  N.  H., 
here  are  some  highlights: 

“1954  was  the  fourth  year  of  a 
hitherto  unparalleled  stabilization  of 
department  store  earnings  (after  fed¬ 
eral  taxes)  in  the  narrow  range  be¬ 
tween  2.3  per  cent  and  2.65  per  cent 
of  sales,  a  level,  however,  that  was 
lower  than  that  of  any  year  of  the 
preceding  decade.  .  .  . 

“In  pleasing  contrast  to  several  re¬ 
cent  years,  department  stores  in  1954 
gave  a  good  account  of  themselves 


New  Design  for  Downtown 


Artist’s  sketch  of  the  first  aluminum-sheathed  department  store  in  the 
country— Thalhimer’s,  Richmond. 


make  a  single  architectural  unit  out  of  its  full  city  block  of  old  and 

new  buildings  of  varying  heights,  Thalhimer’s  is  encasing  them  all 
in  an  aluminum  sheath.  A  new  80,000  square  foot  addition,  now  under 
construction,  will  be  included  in  the  unit.  When  the  work  is  completed 
this  summer,  the  whole  Thalhimer  layout  in  downtown  Richmond  will 
appear  to  be  a  single  building  of  uniform  height,  with  430,000  square  feet 
of  interior. 

The  Reynolds  Metal  Ck>mpany  developed  sf>ecial  aluminum  alloys  to 
assure  uniformity  in  the  color  of  the  new  facade.  It  will  consist  of  vertical 
fluted  aluminum  panels  with  a  grey  color  permanently  incorporated  in 
the  surface  of  the  metal  by  anodizing.  Aside  from  being  extremely  hand¬ 
some,  the  aluminum  shell  is  said  to  be  substantially  less  expensive  than 
heavy,  structural  framing;  is  also  rust-free,  resistant  to  corrosion,  and  a 
good  insulator. 

William  B.  Thalhimer,  store  president,  said  that  this  extensive  mod¬ 
ernization  and  expansion  is  a  sign  of  faith  in  the  future  of  Richmond’s 
downtown  area.  “We  feel,”  he  commented,  “that  the  urban  population 
is  still  the  life  blood  of  the  city,  and  its  needs  are  a  primary  consideration 
that  must  be  catered  to  and  fulfilled.” 

The  New  York  architectural  firm  of  Copeland,  Novak  &  Associates 
designed  the  aluminum  facade,  the  remodeling  of  the  present  store  and 
the  new  addition.  The  Austin  Company  of  Cleveland  are  the  engineers 
and  builders  for  the  project. 
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competitively.  The  sales  of  the  368 
stores  reporting  to  the  Bureau  of  Busi¬ 
ness  Research  kept  pace  with  the  small 
rise  in  consumer  disposable  income 
during  the  year  and  more  than  held 
their  own  with  total  retail  sales, 
matching  the  sales  advance  in  non¬ 
durable  goods  stores  generally.  For 
the  second  year  the  reporting  stores 
outdistanced  the  two  principal  mail 
order  chains  in  rate  of  sales  increase: 
and  in  contrast  to  1953  the  depart¬ 
ment  stores  in  1954  scored  better  than 
variety  stores  in  sales  p>erformance. . . . 
Branch  department  store  sales  in  1954 
forged  ahead  more  rapidly  than  main 
store  sales.  Although  some  part  of 
this  gain  was  made  at  the  expense  of 
parent  stores  sales,  nevertheless  the 
combined  sales  of  main  stores  and 
their  branches  were  definitely  higher 
than  the  sales  of  department  stores 
not  operating  branches." 

The  Harvard  Report  sample  showed 
practically  no  change  in  gross  margin, 
markon  and  markdown  percentages: 
an  improvement  in  stocktum  rate:  an 
increase,  nevertheless  of  about  three 
per  cent  in  year-end  inventories.  The 
rise  in  expense  rates  continued,  but 
showed  the  smallest  increase  since 
1951,  standing  at  33.85  per  cent  of 
sales  as  against  33.75  per  cent  in  1953. 
Both  the  Harvard  and  M.O.R.  reports 
show  an  encouraging  stabilization  of 
payroll  expense. 

The  Report  includes  some  produc¬ 
tivity  data  tables  compiled  from  the 
figures  of  76  department  stores  which 
use  expanse  center  accounting.  Enough 
reports  were  available  to  present  fig¬ 
ures  on  23  expense  centers. 

A  new  i^ional  analysis  showed, 
said  McNair,  that  “earnings  in  1954 
were  highest  for  department  stores  in 
the  South  and  in  the  West,  irrespec¬ 
tive  of  sales  volume,  while  the  p>oorest 
profit  showing  was  that  of  the  smaller 
stores  in  both  the  East  and  the  North.” 

For  Sales  Promotion  and 
Display  Managers 

June  22,  23  and  24  are  the  dates  for 
the  Sales  Promotion  Division  and 
Visual  Merchandising  Group  conven¬ 
tion  at  the  Conrad  Hilton  Hotel,  Chi¬ 
cago.  Three  sales  promotion  sessions 
are  scheduled  for  the  first  two  days,  and 
two  visual  merchandising  sessions  and 


EDWARD  FRANaS  ENGLE 


R«««ntly  appeintod  manager  of  tli«  Solo*  Promo¬ 
tion  Division  and  Visual  Morcliandising  Group, 
which  will  hold  thoir  joint  convention  in  Chicago, 
on  June  22,  23  and  24. 

a  luncheon  on  the  third  day.  The  fea¬ 
tured  luncheon  spteaker  will  be  Ber¬ 
nice  Fitz-Gibbon. 

Edward  F.  Engle,  recently  appioint- 
ed  manager  of  the  Sales  Promotion  Di¬ 
vision,  has  announced  the  following 
line-up  of  speakers: 

On  the  topic  of  how  industry  can 
help  retailers  sell  more  goods,  speak¬ 
ers  at  the  opening  session  will  be:  John 
W.  Hubbell,  director  and  vice  presi¬ 
dent  in  charge  of  merchandising  and 
advertising.  The  Simmons  Company: 
and  Jean  Despres,  executive  vice  presi¬ 
dent,  Coty,  Inc.  Anne  Saum,  Anne 
Saum  and  Associates,  will  talk  on  the 
topic,  “Sales  Promotion  Is  the  Force 
Behind  Better  Selling.” 

Sales  promotion  planning  will  be 
the  theme  of  the  second  session,  and 
the  speakers  will  include  William  T. 
White,  divisional  vice  president  and 
sales  manager,  Wieboldt  Stores,  Inc., on 
storewide  sales,  and  Edward  N.  Mayer, 
president,  James  Gray,  Inc.,  on  direct 
mail.  At  a  session  on  sales  promotion 
fundamentals,  M.  Seklemian,  of  Wer- 
bell,  Seklemian  &  North,  will  discuss 
copy:  Herbert  Greenwald,  Amos  Par¬ 
rish  &  Co.,  will  talk  on  layout,  art  and 
type,  and  Wilson  W.  Condict,  presi¬ 
dent,  NAEA  and  advertising  director, 
St.  Louis  Globe  Democrat,  will  i  speak 
on  the  topic,  “How  to  Take  Advan¬ 
tage  of  Today’s  Newspaper.”  There 
will  be  a  preview  showing  of  “Selling 
for  You,”  the  NRDGA-Life  Magazine 
visual  cast. 

I'he  visual  merchandising  clinic  on 
the  third  day  of  the  convention  will  be 
held  in  cooperation  with  the  National 
Association  of  Display  Industries.  In 
addition  to  Miss  Fitz-Gibbon,  who  will 
speak  at  a  luncheon  session,  the  day's 
speakers  will  include:  Henry  Callahan, 


visual  sales  consultant  to  Schenley  Dis¬ 
tillers,  and  formerly  window  display 
director  of  Lord  &  Taylor:  Paul  Johns, 
display  director,  Simpson’s,  Montreal: 
James  Burke  of  the  Chicago  Lighting 
Institute:  Edward  R.  Mitchell,  window 
display  supervisor,  Commonwcalth- 
Edison  Company,  Chicago:  Hermann 
Schlipphacke,  display  director,  West- 
deutsche  Kauhof  Stores,  Cologne,  and 
John  R.  Cooper,  coordinated  merchan¬ 
dise  manager  and  display  director, 
Mandel  Brothers.  Panel  speakers  will 
be  Ray  Bianchi,  general  operations 
manager,  Goldblatt  Brothers:  Walter 
Russell,  lighting  consultant.  Lighting 
by  Feder:  Victor  Gruen,  architect,  and 
Reed  Schlademan,  display  director. 

The  Fair.  Chairmen  of  the  various 
sessions  will  be:  Arthur  M.  See,  publici¬ 
ty  director  of  Saks  34th  Street,  New 
York,  and  chairman  of  the  Sales  Pro¬ 
motion  Division:  William  J.  Mc¬ 
Laughlin,  sales  promotion  director  of 
Me'^'urdy  &  Co.,  Rochester,  and  vice 
chairman  of  the  Division:  William  T. 
White,  divisional  vice  president  and 
sales  manager  of  Wieboldt  Stores,  Inc.; 
and  Edward  von  Castelberg,  display 
director  of  Bloomingdale’s,  New  York 
and  chairman  of  the  Visual  Merchan¬ 
dising  Group. 

On  the  social  side  of  the  agenda  will 
be  a  Curtis  Publishing  Co.  reception 
and  cocktail  party:  a  noon  “wedding 
breakfast”  party  presented  by  Bride 
To  Be  Magazine,  and  an  NADI  even¬ 
ing  reception  on  the  closing  day. 

Away  With 
Summer  Slump 

NRDGA  President  Philip  M.  Tal¬ 
bott  kicked  off  the  joint  campaign  of 
the  NRDGA  and  the  American  News¬ 
paper  Publishers  Association  to  pro¬ 
mote  summer  sales.  “We  retailers,” 
Talbott  declared,  “have  every  oppor¬ 
tunity  to  make  this  the  biggest  sum¬ 
mer  in  retailing  history.  The  experi¬ 
ence  of  scores  of  merchants  last  year 
in  exploding  the  myth  of  an  inevitable 
summer  slump  has  pointed  the  way.” 

Harold  S.  Barnes,  director  of  the  I 
ANPA  Advertising  Bureau,  discount¬ 
ed  summer  “doldrums”  as  imaginary 
and  said  that  aggressive  retailers  who 
promoted  heavily  last  summer  “showed 
substantial-increases  in  sales  volume.” 

'  .j.^4pontinued  on  page  50) 
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S'TORES 


FOR  EVERYTHING  in  BAG  PACKAGING 


MERCHANDISE  8A6S 

for  attractive  point-of-purchase 
pKkaging,  product  promotions. 


POLYETHYLENE  PREPACK  BACS 

(flat  and  gusset  styles)  for  top 
eye-appeal  and  protection 


PAPER  PREPACK  BACS 

to  speed  over-the-counter  and 
mail-order  sales. 


MAOE-TO  ORDER  BACS 

(flat,  square,  self-opening)  to 
ideally  suit  your  product. 


WHETHER  PAPER  OR  POLYETHYLENE 


MAIL  ORDER  A  "SENO”  BACS 
to  really  save  on  delivery  costs 


SHIPPINC  SACKS 

(satchel-bottom,  single  or  multi¬ 
wall)  replace  costly  cartons 


"TAKE-HOLO”  SHOE  BOX  BACS  SNOPPINB  BACS 

with  built-in  handle  for  fast  wrap-  attractively  printed  in  1  to  4  colors  — 
ping  and  easy  carrying.  promote  your  store,  increase  take-withs. 


CONTACT 


ftifWcR  PPMW  RA— MlMtBeiPor 


Equitable  offers  stores  and 
manufacturers  the  most  complete  line  of 
attractively  printed  bags . . .  every  size 
^  and  style ...  for  every  use. 

If  needed,  custom  models  developed 
to  your  requirements. 

Rigid  laboratory  control  —  from 
papermaking  to  printed  bags  —  guarantees 
high,  uniform  quality.  You  are  assured 
of  lowest  cost  because  Equitable's 
two  bag  plants  and  paper  mill 
are  among  the  most  modern  and 
efficient  in  the  country. 

Write  or  phone  Equitable  today . . . 
for  samples  and  prices!  Use  the 
handy  coupon  at  right. 


4S-S0  VAN  0AM  STREET,  LONC  ISUND  CITY  1,  N.  Y.  •  Telephone:  STillwcll  4  4900 
PAPER  MILLS  AND  SOUTHERN  BAG  PLANT;  ORANGE,  TEXAS 


EQUITABLE  PAPER  BAG  CO .  INC. 

45-50  Van  Dam  St.,  Long  Island  City  1,  N.  Y 

Please  send  further  information  on  the  following  bags: 

Style  Size 

1 

Quantity 

** 

To  Deck: 

Firm 

(products) 

Individual 

Street 

-City 

State 
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Merchandising  and  Operating 
Results  of 

Departmentized  Stores  in  1954 


By  Sam  Flanel 

General  Manager,  Controllers’  Congj’ess,  NRDGA 


The  Controllers'  Congress  Report  on  Departmental  Merchandising  and  Operating  Results  for 
1954  is  published  this  month.  It  is  the  30th  annual  report  in  this  series.  Last  year's  M.  O.  R. 
introduced  two  important  improvements  in  the  study,  which  are  now  established  and  out  of  the 
transition  stage.  First  was  the  new  basis  of  departmental  reporting  —  the  "fan-out"  system  — 
and  second  the  use  of  electronic  equipment  (I.B.M.'s  701  Electronic  Data  Processing  Machine) 
to  handle  the  statistical  data.  Detailed  analyses  are  presented  for  over  300  different  selling 
departments,  and  the  report  is  based  on  the  largest  sample  ever  accumulated  for  this  series: 
479  stores,  with  an  aggregate  volume  of  $4.5  billion.  This  article  summarizes  the  total  store 
results  and  also  contains  one  of  the  most  interesting  features  of  this  year's  report:  an  evaluation 
of  the  home  furnishings  division  on  the  contribution  plan  basis. 


A  Summary  of  Total  Store  Results 


Merchandising  Results.  Cumulative 
markon  at  39.2%  in  1954  was  the 
highest  since  the  1950  p)eak  of  39.4%. 
Despite  this  accomplishment,  the  gross 
margin  again  stood  at  36.2%,  princi¬ 
pally  because  of  the  offsetting  effect  of 
increased  markdowns,  which  rose  from 
6.4%  to  6.7%  in  1954.  This  pattern 
of  results  is  typical  throughout  all  vol¬ 
ume  categories  of  stores. 

Sales  and  Transactions.  Dollar  sales 
and  transactions  were  unchanged  from 
1953.  Late  in  1954  the  best  Christmas 
season  in  retailing’s  history  overcame 
the  disappointing  sales  of  the  first 
quarter  of  the  year.  Stores  in  the  over 
$50  million  group  were  able  to  report 
a  4%  increase.  For  the  first  time  in 
five  years  the  Controllers’  Congress 
sales  index  (1947  =  100)  registered  no 


increase  and  remained  at  107.  Our 
transactions  index  (1947  =  100)  was 
again  unchanged.  Thus,  despite  the 
increase  in  dollar  volume  since  1947, 
the  physical  volume  of  goods  sold  re¬ 
mained  the  same  as  that  of  eight  years 
ago. 

The  average  gross  sale  (based  on 
the  sales  and  transactions  of  all  store 
departments)  declined  13  cents  to 
$4.51.  Except  for  stores  in  the  $5-10 
and  the  $20-50  million  volume  groups, 
every  volume  category  showed  declines 
in  the  returns  percentages.  Overall  re¬ 
turns  dropped  from  7.5%  to  7.1%  in 
1954. 

Profits  and  Expenses.  Despite  the  sub¬ 
stantial  recovery  of  retail  sales  during 
the  fourth  quarter,  net  profit  from 
merchandising  operations  for  depart¬ 


mentized  stores  in  1954  receded  three- 
tenths  of  one  per  cent  to  2.7%  of  net 
sales.  However,  profits  during  the  last 
three  quarters  of  the  year  showed  con¬ 
tinuous  improvement.  Except  for  the 
first  quarter  results,  the  year’s  profits 
would  have  been  considerably  better. 
On  an  annual  basis,  35%  of  the  stores 
achieved  a  merchandising  profit  of 
4.0%  or  higher.  After  including  non¬ 
operating  income,  the  net  gain  before 
Federal  income  taxes  declined  from 
1953’s  4.6%  to  4.2%.  The  net  gain 
after  Federal  income  taxes  was  2.1% 
compared  with  2.3%  of  the  previous 
year.  Nevertheless,  28%  of  the  stores 
succeeded  in  maintaining  a  1954  profit 
margin  of  3.0%  or  more  after  taxes. 

The  declining  profit  performance 
is  traceable  primarily  to  higher  total 
operating  expenses,  which  rose  to 
33.5%  of  net  sales  from  33.1%  of  last 
year.  Again,  it  is  reluctantly  pointed 
out  that  this  expense  ratio  is  the 
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SUMMARY  OF  TOTAL  STORE  DATA-BY  SALES  VOLUME  GROUPS  1954  TYPICAL  PERFORMANCE 


DfPARTMENTIZED  STORES  WITH  ANNUAL  SALES  OF 

AU 

STOtfS 

TAM.E  1 

$1-2 

MRIION 

TAHE  2 

$2-5  I 

MHilON 

TAMf  3  1 

$5-10 

MIUION 

TAM.E  4  1 

$1(^20 

MRUON 

TAilE  5 

$20-50 

MRUON 

TAtlE  6 

OVER  $50 
MAUON 

TARIE  7 

UNDER  $t 
MAUON 

TAiU  • 

MatCHANOISING  DATA 

CunHilotive  Morkon  % 

39.2 

39.2 

39.3  ! 

39.0 

39.7 

38.7 

39.4 

Morkdowni  (at  retoil) — %  of  Soles 

7.3 

6.8 

6.6  ! 

6.7  1 

6.5 

5.8 

7.0 

Stock  Shortoge  (ot  retail) — %  of  Soles 

1.0 

1.0 

1.0 

1.1 

1.4 

1.3 

0.9 

Workroom  Net  Cost — %  of  Soles 

0.9 

0.6  ' 

0.6  ! 

0.8 

0.7 

0.7 

0.6 

Cosh  Di  .counts — %  of  Soles 

2.7 

77 

2.7 

2.7 

2.5 

2.8 

2.6 

Cross  Margin — %  of  Soles  (incl.  cosh  discount) 

36.1 

36.6 

36.6 

36.2 

36.3 

36.2 

36.3 

Cosh  Discount — %  of  Cost  Purchases 

4.1 

4.3 

4.1 

4.1 

4.2 

4.0 

4.4 

4.2 

SAUS  DATA 

SAlfS— %  of  lost  Yeor 

100 

98 

100 

100 

100 

102 

104 

99 

No.  of  Tronsoctions — %  of  Lost  Year 

100 

99 

99 

100 

99 

101 

101 

104 

4.5 1 

4.38 

4.46 

4.49 

4.41 

4.79 

4.99 

4.53 

“  'previous  basis 

4.88 

4.65 

4.61 

4.92 

5.04 

5.51 

5.36 

4.86 

No.  of  Transactions  Per  Sq.  Ft.  of  Selling  Spoce 

18 

13 

15 

16 

19 

20 

23 

n.o. 

Soles  Per  Sq.  Ft.  of  Sellirsg  Space  (Dollars) 

75 

65 

65 

72 

77 

88 

114 

56 

Returns — %  of  Grots  Soles 

7.1 

4.6 

6.3 

6.8 

7.9 

9.4 

9.6 

4.0 

INVENTORY  DATA 

No.  of  Stock  Turns 

3.6 

3.3 

3.6 

3.9 

3.8 

4.0 

4.4 

2.7 

Average  Inventory — %  of  lost  Year 

99 

97 

99 

100 

100 

100 

100 

Stock  Ago — %  0  to  6  Months 

79 

71 

79 

'  80 

80 

81 

85 

70 

DMCT  EXPENSE  DATA— %  OF  SALES 

Nowspopor  Costs 

2.6 

2.5 

2.4 

2.9 

2.7 

2.7 

2.5 

2.6 

Soletpeople't  Soloriet 

7.0 

8.0 

7.3 

6.8 

6.8 

6.5 

6.4 

10.0 

Delivery  Expense 

1.1 

0.5 

0.7 

1.1 

1.3 

1.4 

1.6 

0.8 

Total  Payroll  Expense 

18.4 

18.6 

18.3 

18.1 

17.8 

18.7 

18.0 

20.4 

FUNCTIONAL  EXPENSE  DATA— %  OF  SAIES 

Total  Administrative  Expense 

7.8 

8.7 

7.9 

7.5 

7.5 

7.5 

7.0 

Total  Occuponcy  Expense 

6.1 

6.3 

6.2 

6.4 

5.9 

5.8 

5.5 

Total  Publicity  Expense 

4.3 

4.0 

4.4 

4.7 

4.3 

4.1 

3.9 

Total  Buying  Expense 

4.7 

4.5 

4.8 

5.0 

4.6 

4.8 

4.5 

Total  Soiling  Exponso 

10.5 

10.2 

10.2 

10.3 

10.7 

11.6 

11.7 

Totol  Operating  Expense 

33.5 

33.7 

33.5 

33.7 

33.0 

33.7 

32.5 

35.1 

PROFIT  DATA— %  OF  SAUS 

Net  Profit  from  Merchandising  Operations 

1.5 

Net  Coin  Before  Federal  Income  Taxes 

3.8 

1.7 

Net  Gain  After  Federal  Income  Taxes' 

2.1 

2.1 

■HI 

mmM 

mmm 

1.1 

MISCELLANEOUS  DATA 

j 

Selling  Employees  %  of  TotaP  No.  of  Employees 

53 

62 

56 

1 

1  48 

44 

46 

66 

Employees  Discount  %  of  Soles: 

1 

Moin  Storo 

0.8 

0.9 

0.8 

1  0.8 

1  0.9 

1  1.0 

1.0 

1.0 

Bosomont 

0.8 

0.9 

0.5 

1  0.6 

1  0.9 

1.1 

0.8 

n.o. 

Total  Store 

0.8 

0.9 

0.7 

I  0.8 

0.9 

1.0 

0.9 

1.0 

’  In  dttcrminina  net  prolt  froa  operations  soae  stores  elected  to  defer  iteas  of  incoae  and  setup  reserves  for  estiaated  expenses  pursuant  to  sections  452  and  462  of  the  1954  Revenue  Code. 
Such  an  election  may  be  repealed  under  lepislation  proposed  in  Conpress.  The  effect  of  retroactive  repeal  on  1954  results  can  not  now  be  determined  and  is  not  rellected  in  tla  above  fipures. 
*  Excludinp  delivery  and  workrooa  employees,  t  See  M.  0.  R.  Appendix  (Averape  Gross  Sale). 


highest  since  the  outbreak  of  World 
War  II. 

In  each  of  the  functional  expense 
categories,  except  selling  expense, 
some  rise  occurred  during  the  year. 
Although  selling  expenses  were  un¬ 
changed,  salespeople’s  salaries  at  7.0% 
reached  a  new  high.  Total  payroll  ex¬ 
pense  was  stable  at  18.4%  of  sales. 

Some  of  the  outstanding  expense 
performances  achieved  by  a  number 
of  stores  are  as  follows: 

1.  34%  of  the  stores  had  total  oper¬ 
ating  expenses  of  32.0%  or  less. 

2.  36%  of  the  stores  had  total  payroll 
expenses  of  17.5%  or  less. 

Significantly,  among  the  stores  that 
consistently  report  the  top  profit  pier- 
formances  year-in-and-year-out,  the 
major  factor  in  this  accomplishment 
has  been  their  ability  to  effectively  con¬ 
trol  expenses  rather  than  their  achieve¬ 
ment  of  outstanding  gross  margin 
performances. 


What  Do  Home  Furnishings  Contribute? 


I^OR  the  past  two  years  the  M.O.R. 

has  given  careful  study  to  the  home 
furnishings  departments.  In  recent 
years  there  has  been  a  continuing 
expansion  in  their  sales.  However, 
there  is  doubt  whether  departmentized 
stores  are  obtaining  their  share  of  the 
market.  In  the  1953  M.O.R.  it  was 
pointed  out  that  the  home  furnishings 
departments  had  accounted  for  ap¬ 
proximately  the  same  percentage  of 
total  store  sales,  17.1%,  in  1952  as 
in  1940. 

Last  year  the  observation  was  made 
that  because  of  narrowing  margins 
and  mounting  costs,  some  department¬ 
ized  stores  were  withdrawing  from  this 
rapidly  expanding  market.  Other 
forms  of  retail  distribution  were  pick¬ 
ing  up  the  relinquished  business  on  a 
relatively  favorable  profit  basis.  The 


question  was  raised  whether  the  decis¬ 
ion  not  to  meet  competition  on  these 
items  was  wise.  One  effect  of  that  de¬ 
cision  was  to  reapportion  the  expense 
load  among  the  remaining  depart¬ 
ments.  It  was  also  pointed  out  that 
many  departmentized  stores  have  done 
an  outstanding  job  in  realizing  the 
profit  potential  of  these  departments. 

Evaluating  Departmental  Operations. 

The  traditional  method  of  evaluating 
departmental  opierations  has  been  the 
so-called  Net  Profit  plan.  Recently, 
although  it  has  been  in  existence  for 
years,  increasing  consideration  has 
been  given  to  an  alternate  method 
known  as  the  Contribution  plan.  This 
year,  using  those  techniques,  we  con¬ 
tinue  to  analyze  the  same  departments 
first  discussed  in  the  1953  M.O.R.  Al- 
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though  the  names  and  numliers  used 
to  identify  the  departments  have 
changed,  they  continue  to  corresjjond 
in  merchandise  content. 


Dollar  Contribulieii  of  Soloctod  Homofumnkingt  Ooportmonts,  19S4* 


Th«  Nat  Profit  Plan.  As  its  name  im¬ 
plies,  the  net  profit  plan  requires  the 
assignment  to  each  selling  department 
of  its  full  quota  of  all  store  expenses, 
both  direct  and  indirect.  The  deduc¬ 
tion  of  these  expenses  from  the  depart¬ 
mental  gross  margin  results  in  the  de¬ 
partment’s  net  operating  profit.  Such 
departmental  profit  and  loss  account¬ 
ing  is  in  accord  with  traditional  man¬ 
agement  thinking.  It  protluces  a  profit 
figure  by  which  operations  of  the  ile- 
partment  can  be  evaluated. 

However,  it  is  subject  to  the  criti¬ 
cism  that  it  involves  the  arbitrary  allo¬ 
cation  of  indirect  expenses.  The  ac¬ 
curacy  and  validity  of  the  methods  of 
allocation  are  often  questioned.  To 
overcome  these  objections,  increasing 
attention  is  being  given  to  the  use 
of  the  so-called  contribution  method. 

The  Contribution  Plan.  I'he  essence 
of  the  contribution  plan  is  the  concept 
that  each  selling  department  earns  a 
margin  on  its  sales,  that  in  doing  so 
it  incurs  certain  immediate  and  direct 
expenses  peculiar  to  its  own  opera¬ 
tions,  and  that  the  ditterence  between 
these  expenses  and  the  gross  margin 
constitutes  the  “contribution”  which 
that  department  makes  to  the  general 
overhead  and  profit  of  the  business  as 
a  whole. 

Briefly,  the  contribution  plan  has 
as  its  objective  the  maximization  of 
contribution  dollars  to  cover  the  fixetl 
and  indirect  expenses  of  the  entire 
store.  The  larger  the  pool  of  contribu¬ 
tion  dollars  the  greater  will  be  the 
store  net  profit. 

Under  this  method,  the  department 
is  charged  witli  only  those  expenses 
which  are  “controllable”  by  the  de¬ 
partment’s  executives.  These  exjienses 
would  disappear  were  the  department 
discontinued  while  the  relatively  fixed 
indirect  costs  would  be  redistributed 
over  the  remaining  departments. 
However,  concepts  of  controllable  vs. 
uncontrollable,  direct  vs.  indirect  and 
unescapable  exjjenses  leave  room  for 
some  latitude  of  interpretation. 

While  the  M.O.R.  does  not  publish 
departmental  net  profit  or  contribu- 
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tion  statistics,  practically  all  of  the  di- 
lect  departmental  expenses  necessary 
for  contribution  calculations  are  ton- 
tained  in  these  studies.  Salespeo|)le’s 
salaries,  newspaper  costs  and  tlelivery 
expenses  are  ])ublished.  Buyers’  and 
assistant  Iniyers’  departmental  payroll; 
expenses  are  available  in  a  confidential 
supplement.  These  direct  costs  ac¬ 
counted  in  19.54  for  40%  of  total  oper¬ 
ating  expenses. 

A  Specimen  Analysis.  The  selected 
departments  discussed  here  (see  charts) 
are  assumed  to  be  part  of  a  store  with 
SIO  million  in  sales.  Note  that  the 
conq^arisons  are  valid  within  a  store 
using  the  identical  departmental 
groupings  that  are  used  here,  but  they 
are  in  no  sense  a  comparison  of  the 
profitability  of  merchandise  lines  as 
such,  nor  do  they  offer  a  basis  for 
inter-store  comparisons. 

/f  different  departtnents  from  noth¬ 
in  each  basic  department  ^ronp  had 
been  used  in  the  analysis,  some  changes 
in  the  results  and  ranking  of  the  de¬ 
partments  might  hai'e  occurred.  For 
example,  had  department 66-1 1 ,House- 
ivares.  Wallpaper  and  Paint,  been  sub¬ 
stituted  for  department  66-21 ,  House- 
ivares,  the  /nagnitude,  the  ratikings 
and  the  conclusions  about  this  depart¬ 
ment  group  xoith  respect  to  other  mer¬ 
chandise  lines  in  the  discussion  may 
hax'e  been  significantly  altered.  Hoxv- 
ex'er,  these  methods  may  be  used  for 
interdepartmental  comparisons  xvith- 
in  a  given  store. 

The  four  princi|)al  ways  of  present¬ 
ing  and  analyzing  contribution  data 


1.  Contribution  dollars 
Contribution  j)eicentages 

3.  Dollar  contribution  per  square  Imn 
of  selling  space 

4.  Dollar  contribution  per  dollar  of 
inventory  at  cost. 

Contribution  Dollars.  The  critical  ele¬ 
ment  is  the  aggregate  dollars  that  each 
department  contributes  to  the  pool  of 
dollars  which  in  the  final  analysis  will 
determine  the  net  profit  of  the  store. 
For  it  is  out  of  this  pool  of  contrib¬ 
uted  dollars  that  the  store  pays  execu¬ 
tive  salaries,  rent,  overhead,  and  all 
the  other  costs  which  cannot  Ite  spe- 
(ifically  allotted  to  eath  department. 

In  this  group  of  selected  home  fur¬ 
nishing  tlepartments,  ilollar  contriltu- 
tions  rangeil  from  a  high  of  S(i7,2fK) 
for  the  Housewares  department,  to  a 
low  of  SI 4,880  for  Lamps. 

The  amount  of  contribution  gener¬ 
ally  corresponds  to  the  sales  volume  of 
the  department.  Major  .Appliances 
and  Radio,  Phonographs,  and  Tele¬ 
vision,  are  exceptions  to  this  tendency; 
Ijoth  had  low  contribution  ratios.  De¬ 
partmental  dollar  contributions  of  all 
departments  were  relatively  the  same 
in  amount  and  ranking  in  1958. 

Contribution  Percentages.  In  compar¬ 
ing  rankings  of  departmental  contri¬ 
bution  percentages  of  net  sales  ami 
dollar  contributions,  a  consideral)le 
shifting  of  ilepartmental  sequence  oc¬ 
curs.  China  and  Glassware,  with  the 
leading  contribution  ratio,  was  sixth 
in  dollar  contribution.  Housewares, 
which  had  the  best  dollar  contribution, 
ranks  fifth  in  contribution  percentage. 
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Ne.irly  all  of  the  departments  main- 
tainetl  the  same  relative  position  in 
the  tttntribution  percentage  listing  as 
in  the  gross  margin  array.  This  indi¬ 
cates  that  the  size  of  the  gross  margin 
percentage  is  the  principal  determi¬ 
nant  ot  the  departmental  contrilnition 
pertciiiage  ranking  since  variations  in 
cx|H*nses  do  not  generally  alter  the 
relative  sequence. 

Dollar  Contribution  Per  Square  Foot. 

Dollar  contribution  per  square  foot  of 
selling  space  correlates  the  ilepart- 
inental  gross  margin  and  direct  ex¬ 
pense  with  the  amount  of  floor  space 
allocated  to  the  department. 

Mattresses,  Springs  and  Studio  Beds, 
ranking  fifth  in  dollar  contributions, 
is  first  with  a  $16  contribution  jier 
square  loot  of  selling  space.  Furniture, 
second  in  dollar  contributions,  yields 
the  lowest  amount  per  square  fcHtt, 
only  $6. 

It  is  evident  that  optimum  utiliza¬ 
tion  of  floor  space  is  necessary  to  maxi¬ 
mize  profits.  Such  an  optiinuni  can 
be  determined  only  through  exjjeri- 
ence.  In  evaluating  dollars  per  st|uare 
f(K)t,  too  high  a  return  may  be  just  as 
uiuiesirable  as  too  low  a  return. 

Dollar  Contribution  Per  Dollar  of  In¬ 
ventory.  In  one  sense  this  ratio  can  be 
considered  as  one  of  the  more  im¬ 
portant  inethcxls  of  departmental  eval¬ 
uation.  It  measures  the  efficiency  of 
tfie  dollar  investment  in  inventory. 
This  ratio  is  useful  in  analyzing  the 


effectiveness  of  merchandising  oper¬ 
ations.  The  Mattress,  Springs  and 
Studio  Bed  department  yielded  a  re¬ 
turn  of  $1.88  per  dollar  of  inventory 
at  cost,  more  than  triple  the  return  of 
$.52  by  Major  Appliances. 

The  setjuence  of  these  departments 
when  ranged  from  high  to  low  bears 
little  resemblance  to  the  relatively 
consistent  rankings  found  for  gross 
margin  and  contribution  per  cent  to 
sales. 

While  this  ratio  does  not  indicate 
the  dollar  potential  of  the  depart¬ 
ment,  it  does  indicate  the  possibilities 
for  the  best  return  relative  to  inven- 
torv  investment,  since  it  reflects  the 


net  results  of  gross  margin  and  direct 
expense  elements  together  w'ith  stexk 
turnover  in  a  single  ratio. 

*  •  • 

These  techniejues  tan  be  used  with 
equal  force  and  validity  in  all  mer¬ 
chandise  groups.  Their  applicability 
is  not  limited  to  the  Home  Furnish¬ 
ings  group. 

The  presentation  of  an  analysis  us¬ 
ing  contribution  methods  is  not  in¬ 
tended  as  an  endorsement  of  one  plan 
over  the  other.  The  relative  advan¬ 
tages  of  the  contribution  and  net 
profit  inethcxls  can  only  be  evaluated 
by  their  use  and  analysis  over  a  pericxl 
of  some  years. 
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This  is  a  report  on  some  of  the  discussion  that  took  place  at  a 
two-day,  round-table  conference  on  the  problems  of  downtown 
held  in  St.  Louis  in  April.  The  meeting,  sponsored  by  NRDGA’s 
Downtown  Committee,  was  organized  by  Architectural  Forum, 
and  Douglas  Haskell,  editor  of  Architectural  Forum,  was  the 
discussion  leader.  There  were  26  conferees,  representing  many 
interests,  and  all  involved  in  urban  renewal  projects.  Retailing 
and  the  NRDGA  were  represented  by  Philip  M.  Talbott,  presi¬ 
dent  of  the  Association  and  senior  vice  president  of  Woodward 
Sc  Lothrop,  Washington  and  by  Sidney  R.  Baer,  chairman  of  the 
NRDGA  Downtown  Committee,  vice  chairman  of  the  board 
and  treasurer  of  Stix,  Baer  &:  Fuller,  St.  Louis  and  treasurer 
of  Civic  Progress,  Inc.  of  St.  Louis.  The  other  participants  and 
observers  were: 


Architecture 

GEORGE  HELLMUTH,  Hell- 
muth,  Yamasaki  8:  Leinweber, 
St.  Louis 

JOHN  MERRILL,  Skidmore. 

Owings  &  Merrill,  New  York 
OSKAR  STONOROV.  Philadel¬ 
phia 


Banking 

ROLAND  A.  BENGE,  Detroit 
Bank  and  Citizens’  Redevelop¬ 
ment  Committee,  Detroit 
R.  STEWART  RAUCH,  The 
Philadelphia  Saving  Fund  So¬ 
ciety  and  Philadelphia  City 
Planning  Commission 


Building 

NEIL  HORGAN  and  RAY¬ 
MOND  MILLER,  George  A. 
Fuller  Company,  New  York 


Civic  Associations 

ALOYS  P.  KAUFMANN,  Cham¬ 
ber  of  Commerce  of  Metropoli¬ 


tan  St.  Louis 

CLIFFORD  A.  RANDALL,  Great¬ 
er  .Milwaukee  Committee 


Entertainment 


CHARLES  E.  .MCCARTHY, 
Council  of  Motion  Picture  Or¬ 
ganizations 


Government 

R.AYMOND  R.  TUCKER.  Mayor 
of  St.  Louis 

ERNEST  J.  BOHN.  Cleveland 
Planning  Commission 
C.ARL  FEISS,  observer  for  the 
Urban  Renewal  .Administration 


Industry 

CLIFFORD  TILL,  Missouri- 
Kansas-l'exas  Railroad,  Dallas 


JACK  CONWAY,  United  Auto 
Workers,  CIO 


Planning 

WALTER  H.  BLUCHER,  Ameri¬ 
can  StKiety  of  Planning  Officials 


Public  Information 


AL  FLEISH.MAN,  Fleishman-Hil- 
lard,  St.  Louis 

JOHN  OSMAN,  Fund  for  Adult 
Education,  Ford  Foundation 


Real  Estate 

WILLIA.M  H.  DOUGHTY,  Aldis 
&:  Ciunpany,  Chicago 
NEWTON  C.  FARR,  Farr.  C:hin- 
iKKk  &  Sampson,  Chicago 


Transportation 

WALTER  .McCarter,  Chicago 
Fransit  .Authority 

ROBER  I  B.  MITCHELL.  Urban 
Fralhc  8: 1'ransportation  Board. 
Philadelphia 

WILBUR  B.  SMITH,  Bureau  of 
Highway  Traffic,  Yale  Univer¬ 
sity 

KENNETH  C.  WELCH.  Grand 
Rapids  Parking  .Authority 


Observers 


JOSEPH  C.  HAZEN,  JR.,  .\rthi- 
tectural  Forum  (alternate  chair¬ 
man) 

J.  GORDON  DAKINS,  National 
Retail  Drv  Goods  .Association 

FREDERICK  GILBERT,  Time, 
Inc. 

RALPH  D.  PAINE,  JR..  Time. 
Inc. 

.A.  V.  FEDERLE,  National  Retail 
Dry  Goods  .Association 

.A.  W.  THOMSON,  .Architectural 
Forum 


REBUILDIN 


^  I  ^HERE  are  perhaps  100  cities  in 
the  U.  S.  which  have  drawn  up 
plans  for  the  redevelopment  of  their 
downtown  districts.  There  are  a  thou¬ 
sand  more  where  planning  has  begun. 
Business  men  and  municipal  authori¬ 
ties  have  talked  about  downtown’s 
needs,  studied  engineers’  surveys  of 
their  cities’  traffic  patterns  and  gradu¬ 
ally  faced  this  realization:  no  one  of 
downtown’s  many  problems  can  be  iso¬ 
lated  and  remedied  separately;  limited 
soltuions  merely  create  new  problems. 

And  so,  from  a  meeting  called  to 
discuss,  perhaps,  the  feasibility  of  one¬ 
way  streets,  there  springs  the  outline 
of  a  new  central  city— instead  of  a 
little  plan,  a  big  plan,  one  that  has 
room  in  it  for  a  revived  ideal  of 
urban  living  as  well  as  a  permanently 
healthy  business  section. 

Last  month,  there  was  held  in  St. 
Louis  a  meeting  which  suggests  a  jjat- 
tern  of  discussion  for  such  local  con¬ 
ferences.  The  St.  Louis  meeting,  spon¬ 
sored  by  the  NRDGA  and  .Architec¬ 
tural  Forum,  was  national  in  scale. 
From  different  parts  of  the  country,  it 
brought  together  26  men  who  are  ex¬ 
perts  in  their  several  fields.  They  rep¬ 
resent  retailing:  banking:  industry'; 
real  estate:  building;  architecture: 
transportation;  city  planning;  civic 
associations;  government:  labor;  enter¬ 
tainment;  public  relations  and  public 
education.  For  two  days  they  talked 
about  central  city  development:  the 
forms  it  may  take;  its  costs,  and  how 
the  costs  can  be  met:  the  need  to  unify 
all  business  and  public  interests  in  a 
common  program,  and  how  this  (an 
be  done. 


First,  a  Bold  Plan.  What  form  would 
such  a  program  take?  These  conferees 
were  attempting  a  difficult  thing— to 
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“Make  no  little  plans;  they  have  no  magic  to  stir  men’s  blood 

and  probably  themselves  will  not  be  realized.  Make  big  plans;  aim  high  in  hope 

and  work,  remembering  that  a  noble,  logical  diagram,  once  recorded,  will 

never  die,  but  long  after  we  are  gone  will  be  a  living  thing,  asserting  itself 

with  ever  grotving  insistency.” — Daniel  Bi'RNHAM 


prodiue  the  outline  of  a  plan  for  cities 
in  general,  when  there  are,  of  course, 
no  cities  in  general,  hut  only  particu¬ 
lar  cities  with  particular  combinations 
of  problems  and  opjjortunities.  But 
they  (ould,  unquestionably,  agree  on 
three  requirements  that  are  basic; 

Downtown  must  be  (1)  powerfully 
attractive,  (2)  easily  accessible  to  mass¬ 
es  of  people,  and  (3)  planned  so  that 
it  will  stay  attractive  and  accessible. 

“If  we  plan  for  next  week,”  said  one 
man,  “we  will  be  outmoded  two  weeks 
from  now.  A  bold,  long-range  pro¬ 
gram  is  the  only  practical  one.”  Such 
a  program  will  include  a  jtlanned  traf¬ 
fic  pattern  to  and  through  the  central 
city;  a  planned  building  program;  a 
planned  shopping  center  or  centers, 
and  a  dramatic  concentration  of  the 
facilities— civic,  cultural  and  recrea¬ 
tional— that  give  the  central  city  its 
right  to  be  called,  in  Sidney  Baer’s 
phrase,  “the  heart  and  the  mind  cif  the 
community,” 

PLANNED  TRAFFIC  PATTERN 

LANNING  of  express  highways 
must  take  into  account  the  fact 
that  Americans  are  deeply  attached  to 
the  private  auto  as  a  means  of  trans¬ 
portation,  but  also  the  fact  that  half 
or  more  of  the  automobiles  that  find 
themselves  in  the  downtown  district 
tcxlay  are  merely  trying  to  get  through 
it.  The  traffic  specialists  at  this  confer¬ 
ence,  discussing  the  various  kinds  of 
peripheral  bypass,  were  particularly 
interested  in  the  ring  highway  system 
being  developed  in  Kansas  City.  Carl 
Feiss  described  it:  “This  is  an  inner 
ring  immediately  around  the  down¬ 
town  business  center.  The  planners 
envision  a  circulation  of  traffic  all  the 
way  around  with  access  to  the  down¬ 


town  business  district  at  about  three- 
block  intervals.  They  are  providing 
the  kind  of  flexibility  that  the  down¬ 
town  business  district  needs.” 

The  Limits  of  Accessibility.  But  for 

the  people— the  “masses  of  people”— 
who  have  a  destination  in  the  down¬ 
town  district,  how  far  should  the  city 
planners  go  in  providing  access  and 
parking  facilities  for  private  autos? 
Obviously,  each  city  has  its  own  spe¬ 
cial  conditions  to  meet.  For  some,  the 
through  exfjressway  may  be  essential. 
C3iicago,  Boston,  Detroit,  St.  Louis 
are  spending  hundreds  of  millions  of 
dollars  to  cut  freeways  through  the 
central  city  congestion.  With  federal 
funds  made  available  by  the  new  high¬ 
way  program,  the  idea  is  stirring  civic 
imagination  in  many  places.  But 
some  of  these  observers  were  inclined 
to  (jiiestion  it  as  a  long-term  solution, 
if  it  encourages  neglect  of  public  tran¬ 
sit  facilities.  One  man  pointed  out 
that  the  “highly  touted”  Los  Angeles 
expressways  at  five  o’clock  in  the  even¬ 
ing  “aren’t  expressways  any  more— just 
traffic  jams.”  Others  questioned  the 
economics  of  bringing  expressways 
into  the  center  of  the  city.  They  asked 
whether  the  expenditures  involved 
(for  example,  the  Delaware  express¬ 
way  in  Philadelphia  will  cost  SI 7  mil¬ 
lion  a  mile  in  built-up  areas),  will 
yield  a  commensurate  return,  either  in 
the  number  of  jieople  served  or  in  the 
transit  time  saved. 

“I  think,”  said  Wilbur  Smith,  “that 
we  can  bring  |)eople  into  our  down¬ 
town  districts,  and  bring  them  in  by 
their  preferred  form  of  travel  if  we  can 
merge  the  mass  transportation  and 
private  transportation  and  all  other 
forms  of  movement  and  terminal  facil¬ 
ities  into  a  single  transp>ortation  sys¬ 


tem.  We  have  not  done  that,  to  my 
knowledge,  in  any  city.  It  means  the 
entry  of  government  into  our  trans¬ 
portation  picture.  But  we  must  have 
expressways,  we  must  have  more  park¬ 
ing,  and  we  must  have  mass  transpor¬ 
tation.  Deciding  how'  much  of  each 
is  the  problem.” 

Public  Transit.  Ihe  use  of  public 
transportation  will  not  lie  revived  by 
pleas  to  the  public,  everyone  agreed; 
but  it  will  pick  up  when  and  if  it 
offers  speed.  Walter  McCarter  point¬ 
ed  out  that  rapid  transit,  by  subway 
and  elevated  trains,  is  bringing  just  as 
large  a  proportion  of  the  traffic  into 
central  Chicago  as  it  ever  did,  while 
the  use  of  street  cars  and  buses  has 
declined  a  third  since  1948.  And  the 
difference,  he  said,  is  due  to  traffic 
delays:  “Some  years  ago  a  bus  was  sta¬ 
tionary  20  j>er  cent  of  the  time,  either 
loading  or  in  traffic;  our  most  recent 
studies  indicate  that  it  is  now'  station¬ 
ary  40  |3er  cent  of  the  time.” 

His  suggestion  for  speeding  up  sur¬ 
face  transit  was  one  that  is  now  being 
considered  in  Chicago:  reserve  a  cen¬ 
ter  lane  for  it  on  a  one-way  street. 
“Our  studies  show,”  he  said,  “that  if 
we  had  a  special  transit  lane,  it  would 
take  the  bus  just  half  the  time  to  go 
through  that  short  distance  in  down- 
tow’n  where  it’s  now  fighting  with  all 
the  rest  of  the  traffic.” 

Other  proposals  were  designed  to 
encourage  the  parking  of  private  autos 
at  the  fringe  of  the  downtown  district 
and  the  use  of  public  transit  through 
the  district.  One  way  is  the  low-fare 
shopper  bus,  as  used  in  Chicago,  Dal¬ 
las,  Houston  and  many  other  cities, 
which  connects  the  perimeter  parking 
lots  and  the  railway  station  with  the 
{continued  on  page  40) 
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THE  TAX  ON  INSTALMENT  SALE 


By  James  J.  Bliss 

Tax  Counsel,  Controllers’  Congress,  SRDGA 


k  N  analysis  ot  retail  figures  for  the 
post-war  period  in  the  United 
States  reveals  an  ever  increasing  vol¬ 
ume  of  instalment  sales.  .\t  the  end  of 
1940,  according  to  the  Federal  Reserve 
Bulletin,  instalment  credit  outstand¬ 
ing  in  department  stores  amounted  to 
$394  million.  At  the  end  of  last  year, 
this  figure  had  more  than  tripled, 
being  almost  $1.25  billion  in  out¬ 
standing  instalment  credit.  This  same 
source  estimates  that  all  retail  outlets 
had  in  excess  of  $3.5  billion  instalment 
credit  on  the  books  at  the  close  of 
1954.  The  probability  is  that  the  rise 
in  instalment  sales  will  continue  as  the 
economy  expands,  and  as  more  retail¬ 
ers  look  to  this  mode  of  credit  to  in¬ 
crease  volume,  particularly  in  the  field 
of  soft  goods. 

These  significant  statistics  would 
seem  to  call  for  a  critical  examination 
of  the  Federal  laws  that  apply  to  the 
taxation  of  instalment  sales.  review 
of  the  instalment  sales  provisions  of 
the  Federal  tax  code  lays  bare  some 
notable  deficiencies  and  inequities 
which  deserve  the  serious  considera¬ 
tion  of  store  executives. 

brief  history  of  the  instalment 
method  of  reporting  income  for  tax 
purposes  will  be  helpful  in  an  under¬ 
standing  of  some  of  the  problems  in¬ 
volved.  The  early  income  tax  laws, 
dating  from  1913,  vested  in  the  Com¬ 
missioner  of  Internal  Revenue  the 
joower  of  writing  regulations  to  guide 


taxpayers  in  ascertaining  taxable  in¬ 
come.  Acting  under  this  broad  grant  of 
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RECOMMENDATIONS 

It  seems  clear  that  if  the  instahnetit 
basis  is  to  be  of  any  help  to  retailitig 
in  the  matter  of  paying  taxes  currently 
on  possible  future  earnings  (or  losses) 
the  following  changes  should  be  made 
in  the  laxo  and  regulations: 

1.  Make  it  clear  that  the  instalment 
basis  of  reporting  income  coxiers  any 
type  of  deferred  payment  plan,  the 
effect  of  which  allows  the  customer  to 
pay  for  his  purchases  in  instalments. 

2.  A  practical  set  of  rexnsed  regula¬ 
tions  should  be  written  designed  to 
permit  simplified  verification  of  gross 
profit  on  instalment  sales.  Where  the 
store  sells  different  items  on  the  instal¬ 
ment  plan,  permit  the  use  of  a  com¬ 
posite  gross  profit  figure  where  it 
would  fairly  reflect  income. 

5.  Permit  retailers  regularly  en¬ 
gaged  in  discounting  instalment  re¬ 
ceivables  to  continue  to  report  such 
recehables  on  the  instalment  basis. 

4.  Specifically  authorize  the  use  of 
a  reserve  for  bad  debts  against  dis¬ 
counted  instalment  receivables. 

5.  In  cases  of  a  switch  from  the  ac¬ 
crual  to  instalment  basis  of  reporting 
income,  revise  the  relief  formula  to 
eliminate  entirely  any  element  of 
double  taxation. 


authority,  the  Commissioner  required 
taxpayers  who  maintained  inventories 
or  stock  in  trade  in  their  business  to 
employ  the  “accrual"  method  of  ac¬ 
counting.  This  means  that  a  sale 
woidd  be  taken  into  income  in  the 
year  it  was  made  or,  more  accurately, 
when  the  customer  became  uii((»n(li- 
tionally  liable  to  pay  the  purchase 
price. 

Fhe  regulation  was  fairly  practical 
as  long  as  the  customer  paitl  for  the 
merchandise  and  the  store  actually 
realizetl  its  profit  within  a  short  period 
after  the  actual  sale  was  taken  into 
income. 

With  the  advent  of  instalment  sell¬ 
ing  during  and  after  Worltl  War  I, 
however,  it  became  apparent  that  a 
store  was  paying  a  tax  on  instalment 
sales  when  the  profit— if  indeed  there 
was  to  be  a  profit— would  not  be  actu¬ 
ally  realized  until  collection  was  com¬ 
pleted,  perhaps  two  or  more  years 
later.  Some  retailers  were  placed  in 
the  anomalous  position  of  borrowing 
money  to  pay  taxes  on  instalment  sales 
which  later  developed  into  losses  as  a 
residt  of  defaults. 

To  correct  what  was  obviously  a 
glaring  distortion,  the  Commissioner 
revised  his  regulations  in  1918  and 
1919.  He  provided  that  taxable  income 
from  instalment  sales  in  any  one  year 
would  be  limited  to  “that  proportion 
of  each  instalment  payment  which  the 
gross  profit  to  be  realized  bears  to  the 
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The  Federal  tax  lows  that  apply  to  these  sales  were 
intended  to  permit  retailers  to  pay  the  taxes  out  of  the 
collections,  instead  of  having  to  advance  them  out  of 
capital.  But  this  intention  is  being  defeated.  The 
regulations  are  complicated  and  stringent,  and  they 
have  not  kept  pace  with  the  growth  of  difFerent  types 
of  deferred  payment  plans.  They  need  revision. 


gross  (ontract  price.”  For  example, 
goods  are  sold  lor  $100  which  cost  $00, 
to  be  paid  in  two  equal  instalments 
in  two  fiscal  years.  Under  the  revised 
regulation,  one-half  of  the  gross  jjiofit 
of  $40  would  be  reported  in  the  year 
of  sale  and  the  balance  in  the  subse¬ 
quent  year.  The  practical  effect  was 
to  enable  the  retailers  to  actually  real¬ 
ize  the  profit  arising  out  of  each  in¬ 
stalment  before  the  tax  became  due. 
Stating  it  another  way,  the  tax  could 
lie  paid  from  the  proceeds  collectetl 
rather  than  be  advanced  by  the  re¬ 
tailer. 

Seven  years  later  this  revised  regu¬ 
lation  came  under  attack  by  the  Board 
of  Tax  .\ppeals  in  the  case  of  B.  B. 
Todd,  Inc.  In  effect,  the  court  said 
that  the  revenue  acts  did  not  recognize 
such  a  method  of  reporting  income 
and  it  was,  therefore,  improper.  .\c- 
cordingly,  the  court  concluded,  instal¬ 
ment  sales  should  be  reported  on  the 
strict  “accrual”  basis. 

.As  a  result  of  protests  by  retail 
groups,  lemedial  legislation  was  soon 
enacted.  Section  212(d)  of  the  1926 
Revenue  Act  raised  the  instalment 
method  of  income  reporting  to  the  dig¬ 
nity  of  a  right  granted  by  statute,  sub¬ 
ject  to  regulations  to  be  prescribed  by 
the  Commissioner.  The  statute  has 
remained  substantially  unchanged  to 
the  present.  It  is  now’  codified  as  Sec¬ 
tion  453  (a)  of  the  1954  Revenue  Code. 
The  section  is  very  broad  and  decep¬ 


tively  simple.  It  reads: 

“Sec.  453.  Instalment  method. 

“  (a)  Dealers  in  Personal  Pro|jerty.— 
Under  regidations  prescrifred  by  the 
Secretary  [of  the  Treasury]  or  his  tlele- 
gate,  a  person  who  regularly  sells  or 
otherwise  ilisposes  of  jjersonal  property 
on  the  instalment  plan  may  return  as 
income  therefrom  in  any  taxable  year 
that  proportion  of  the  instalment  pay¬ 
ments  actually  received  in  that  year 
which  the  gross  profit,  realized  or  to  be 
realizetl  when  payment  is  completed, 
bears  to  the  total  contract  price.” 

Note  that  in  order  that  this  section 
may  be  availed  of  (it  is  not  manda- 
tory)- 

1.  The  taxpayer  must  be  a  trader 
or  a  dealer. 

2.  It  must  involve  a  sale  of  personal 
property  normally  includible  in  inven¬ 
tory  by  the  taxpayer. 

Note  also  that  there  is  no  require¬ 
ment  as  to: 

1.  The  type  of  merchandise  sold; 

2.  The  time  over  which  the  pay¬ 
ments  are  to  be  made; 

3.  T  he  amount  to  be  paid  at  the 
time  of  sale; 

4.  The  form  of  the  transaction. 

Problem  1:  Revolving  Credit.  It  can  be 

stated,  therefore,  that  a  retailer  who 
sells  merchandise  “on  the  instalment 
plan”  is  entitled  to  use  this  deferred 
method  of  reporting.  Therein  lies  the 
first  problem  to  be  faced  by  a  retailer 


seeking  the  benefits  of  the  instalment 
method  of  reporting  income.  What 
exactly  is  an  instalment  sale?  The  gov¬ 
ernment  regulations  throw  no  light  on 
its  meaning.  Webster’s  New  World 
Dictionary  defines  an  instalment  as 
“any  of  the  parts  of  a  debt  or  other 
sum  of  money  to  be  paid  at  regular 
times  over  a  specified  period.”  One 
court  adopted  the  definition  of  a 
“payment  which  by  agreement  of  the 
parties  is  to  be  paid  in  parts,  at  certain 
stated  times  and  not  in  gross  at  any 
one  time.” 

In  passing  on  the  question  of  what 
constituted  an  instalment  sale,  the  In¬ 
ternal  Revenue  Service  issued  a  ruling 
in  1933  which  stated  that  even  if  a  sale 
contemplated  but  two  payments,  the 
income  arising  from  the  sales  could  be 
returned  on  the  instalment  basis. 

No  problem  arises  in  the  case  of  the 
individual  instalment  contract.  This 
clearly  qualifies  under  the  above  defi¬ 
nitions.  But  assume  that  the  customer 
wishes  to  buy  various  articles  of  mer¬ 
chandise  on  extended  terms.  For  con¬ 
venience  (so  that  he  won’t  be  required 
to  visit  the  credit  office  each  time  he 
buys)  the  customer  executes  a  revolv¬ 
ing  credit  contract  with  a  store.  The 
contract  grants  the  customer  credit 
up  to  $120  and  he  agrees  to  pay  an 
amount  monthly  equal  to  one-sixth  of 
this  amount  as  long  as  there  is  any 
balance  outstanding.  The  customer 
{continued  on  page  42) 
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Copeland,  Novak  and  Astociatet 


INTERIOR  LI6HTIN 


GLASS  DEPARTMENT  in  the  new  John  Wanamaker  Westchester 
Store.  Wall  illumination  can  be  used  together  with  individual  light¬ 
ing  simultaneously  to  provide  the  dramatic  effect  of  stage-lighting 
the  merchandise  and  also  the  interesting,  illuminated  background 
at  the  end  of  the  floor.  .\  suspended  row  of  flexible  spotlights  models 
the  background  in  engaging  lighting  washes.  The  same  lighting 
sources  project  rays  through  the  glassware,  providing  luster  and 
sparkle.  The  ceiling  lights  above  have  been  subdued  to  |)erinit 
emphasis  by  contrast  to  the  wall  illumination.  The  illuminated  base 
reflects  light  upwards  and  supplements  downspots. 


R  THE  DEPARTMENT  STORE 


IT  is  surprising  how  often  lighting 
is  placed  at  the  bottom  of  the  list 
of  considerations  in  building  or  re¬ 
modeling  a  store.  Every  merchant 
knows  its  direct  and  important  influ¬ 
ence  on  sales,  but  not  all  appreciate 
how  many  factors  must  be  considered 
in  selecting  the  type  of  light  to  be 
used. 

Is  the  light  best  for  the  merchandise 
being  sold?  Is  it  bright  enough?  Has 
it  enough  punch?  Will  it  affect  the 
color  of  the  merchandise?  Is  it  eco¬ 
nomical  to  operate?  What  is  the  in¬ 
itial  cost?  How  will  it  affect  the  air 
conditioning  load?  These  are  some  of 
the  questions  that  should  be  answered 
in  determining  the  proper  lighting  of 
a  mercantile  establishment. 

The  average  individual  is  aware 
that  all  natural  light  is  either  sunlight 
or  north  light,  and  he  is  conscious  of 
their  relative  merits  in  choosing  or 
planning  his  living  quarters. 

In  the  matter  of  artificial  or  man¬ 
made  light,  science  has  developed  two 
distinct  types  of  illumination  that  are 
used  in  commercial  operations,  plus 
many  combinations  of  both  forms. 
The  illumination  which  most  nearly 
simulates  north  light  is  fluorescent 
lighting.  It  is  uniform  in  distribution, 
covering  large  areas  with  an  even  light 
throughout.  The  incandescent  form 
of  illumination  is  very  similar  to  sun¬ 
light.  Its  rays  are  concentrated  in  a 
much  smaller  circle  of  light  than  the 
fluorescent  lamp.  Both  types  of  light¬ 
ing  have  other  characteristics  such  as 
color  quality,  and,  in  addition,  the 
incandescent  brings  out  the  third  di¬ 
mension  in  weaves,  fabrics  and  vari¬ 
ous  other  types  of  merchandise. 

When  electricity  first  replaced  the 
gas  light,  stores  and  mercantile  estab¬ 
lishments  were  illuminated  by  the  in¬ 
candescent  electric  fixture.  The  in¬ 
tensity  of  the  light  was  extremely  low, 
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ranging  from  five  to  10  foot  candles  at 
most.  This  amount  was  considered 
sufficient.  Merchants  felt  that  stronger 
light  would  only  raise  the  cost  of  oper¬ 
ation.  .\s  it  was,  these  five  to  10  foot 
candles  gave  far  more  illumination 
than  the  gas  light. 

The  development  of  fluorescent 
lighting  provided  a  more  brilliant  il¬ 
lusion  at  a  reduced  current  consump¬ 
tion.  Stores  Iregan  to  adopt  this  form 
of  increased  illumination,  and  mer¬ 


chants  became  more  and  more  accus¬ 
tomed  to  greater  intensity  of  light. 
Foot  candles  under  fluorescent  light¬ 
ing  have  climbed  so  that  100  foot 
candles  is  recommended  light  under 
certain  installations.  Although  this 
may  appear  to  be  very  strong  light  by 
previous  standards,  it  is  actually  low 
when  compared  to  daylight  or  sun¬ 
light,  which  ranges  from  2000  to  5000 
candles  or  more. 

{Continued  on  next  page) 


TRIBOUT  SHOP  at  the  new  John  Wanamaker  Westchester  Store, 
is  completely  incandescently  lighted  with  recessed  specular  alzac 
lights  with  an  aperture  opening.  The  ceiling  lights  shine  through 
a  circular  fixture  surrounding  the  center  column.  This  type  of  light¬ 
ing  gives  prestige  atmosphere  plus  good  downlight  on  the  merchan¬ 
dise.  The  uplighting  provides  brightness  that  tends  to  separate 
this  area  into  a  shop  apart.  Fluorescent  illumination  has  been  com¬ 
pletely  eliminated  here  except  for  the  small  hanging  fixture  which 
is  used  within  the  shop  for  continuous  lighting.  The  lights  have  been 
arranged  in  a  pattern  radiating  from  the  center.  (All  the  illustrations 
in  this  article  are  of  interiors  designed  by  Copeland,  Novak  and 
.Associates.) 


Interior  LighHng  {con tinned  from  page  21) 


MAIN  FLOOR  at  Snellenburg's,  Willow  Grove,  Pa.,  showill^  well 
lighted  shoe  department  at  left-rear.  Incandescent  spotlights  are 
used  below  a  definite  line  to  build  up  strong  intensity  on  the  shoe 
display.  This  is  attractive  as  well  as  eye-catching.  It  also  enh.mces 
as  well  as  illuminates  the  background.  Elsewhere  certain  walls  have 
been  left  dark  to  frame  the  strongly  illuminated  sections.  I  bis  pro¬ 
vides  a  stage  setting  and  accentuates  the  merchamlise  ott  tiisplay. 


Lighting  for  Effect.  However,  bright¬ 
ness  is  not  the  only  qnalifuation  for 
goixl  store  lighting.  In  fact,  when  it 
is  the  only  consideration,  excessively 
bright  lighting  can  be  detriniental. 

Due  to  the  nature  of  its  lighting 
element,  fluorescent  illumination  has 
an  adverse  effect  on  certain  colored 
merchandise,  accenting  some  of  the 
blue  values  or  colors.  Incandescent 
lighting,  on  the  other  hand,  brings 
out  with  flattering  effect  the  warm 
tones  in  merchandise.  A  discerning 
merchant  will  soon  notice  that  the 
appearance  of  a  garment  is  greatly 
affected  by  the  lighting— it  may  be  drab 
and  uninteresting  under  one  light, 
and  bright  and  attractive  under  an- 
odier. 

Window  display  people  learned 
long  ago  that  at  no  time  can  incan¬ 
descent  lighting  be  replaced  by  fluor¬ 


escent  with  successful  results  in  show 
windows  or  various  displays.  The  flu¬ 
orescent  fixture  is  not  concentrated 
enough  to  counteract  the  daylight 
which  tends  to  wash  out  the  window 
lighting.  The  incandescent  light,  on 
the  other  hand,  throws  a  powerful 
light  beam  on  the  merchandise  being 
displayed.  Weaves  and  fabrics  become 
pronounced.  Colors  are  sharp,  crisp 
and  flattering,  and  the  three  dimen¬ 
sional  qualities  stand  out  clearly, 
while  the  same  merchandise,  esjjecial- 
ly  in  the  warm  tones,  apjiears  washed 
out  in  color  under  fluorescent  light. 
It  is  accepted  practice  today  that  gootl 
show  window  display  is  predominant¬ 
ly  incandescent. 

The  question  is  asked,  therefore:  if 
merchandise  is  better  displayed  and 
is  made  more  attractive  under  incan¬ 
descent  light,  why  is  it  not  always  used 


throughout  the  store?  The  merchant 
certainly  wishes  to  display  his  gcxxls 
at  its  best  for  customer  attraction,  and 
he  wants  the  garment  on  his  selling 
floor  to  look  as  appealing  as  the  ginxls 
in  windows  or  on  display  platforms. 

There  are  several  reasons  that  deter 
the  merchant  from  using  only  incan¬ 
descent  lighting:  (1)  the  cost  of  cur¬ 
rent  consumption:  (2)  the  amount 
of  heat  generated  by  incandescent 
lamps,  thereby  taxing  the  air-condi¬ 
tioning  equipment:  (3)  certain  mer¬ 
chandise,  such  as  white  gocxis  in  the 
major  appliances  departments,  are  bet¬ 
ter  displayed  under  fluorescent  lights. 

Varying  Intensities.  Many  of  the  liet- 
ter  type  specialty  stores  are  willing  to 
use  100  |)er  cent  incandescent  lighting 
throughout  their  selling  areas  and  re¬ 
duce  their  brightness  quality  to  coin- 
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pens.iic  for  the  current  consumption. 
These  merchants  feel  that  the  incan¬ 
descent  illumination  is  imperative  to 
the  sale  of  soft  line  prestige  goods. 
OtheiN  accept  a  combination  of  fluor¬ 
escent  and  incandescent  with  a  certain 
component  of  Huorescent  to  incandes¬ 
cent  to  maintain  a  balance.  I'his  arbi- 
trars  method  is  a  sort  of  compromise 
to  meet  partial  lecjuirenients.  It  has 
l)een  accomplished  in  recent  years  by 
installing  in  the  ceiling,  independent- 
Iv,  both  types  of  lighting  fixtures.  Re¬ 
cently  both  have  been  combined  in 
one  fixture,  in  which  case  the  fixture 
tvpe  must  be  carefully  selected  so  that 
the  light  is  mixed  properly. 

There  are  many  methcxls  by  which 
’a  store  interior  may  be  made  to  ap¬ 
pear  brighter  without  a  tremendous 
increase  in  the  general  illumination. 
The  brightness  of  a  room  or  area  is 
always  relative  to  the  brightness  of 
surrounding  areas.  .\  surface  that  is 
illuminated  to  10  foot  candles  of  light¬ 
ness  appears  extremely  bright  to  the 
eye  as  compared  to  a  surface  having 
three  or  four  foot  candles.  By  con¬ 
trast,  the  ratio  of  brightness  will  ap¬ 
pear  infinitely  greater  than  the  adja¬ 
cent  wall  of  low'er  brightness  cjuality. 
In  addition,  if  the  extremity  walls  of 
I  a  rcKJin  or  surrounding  walls  were 
i  washed  with  light,  this  illuminated 
background  would  give  the  impression 
that  all  areas  in  the  room,  including 
those  in  the  tenter  of  the  rocnn  itself, 
were  brighter  than  the  actual  foot 
candle  readings.  Therefore,  when  low 
intensities  are  used  through  predomi¬ 
nant  incandescent  lighting,  a  greater 
;  brightness  quality  can  be  simulated  in 
I  the  room  itself  by  lighting  the  walls. 

:  .Some  stores  of  late  have  endeavored 

[  to  install  two  intensities  of  illumina¬ 
tion,  one  in  the  aisles  and  one  over  the 
!  merchandise.  This  methcxl  is  success¬ 
ful  but  has  limited  flexibility.  If  a 
store  makes  a  practice  of  shifting  fix¬ 
tures  clue  to  .seasonable  changes  or  re¬ 
arrangements  for  other  reasons,  the 
fixed  pattern  of  varied  light  intensity 
is  an  obstacle  that  must  be  overcome. 

It  is  obvious,  therefore,  that  light¬ 
ing  plays  an  important  role  in  store 
operation,  and  careful  consideration 
should  be  given  to  all  aspects  of  the 
problem  of  illumination  in  planning 
a  functional  and  attractive  retail 
'  establishment. 


SHOE  DEPARTMENT,  .Second  H.Mir  at 
l.it  Brothers,  North  Fast,  I’a.  Area  is 
waslietl  with  tiiiilorm  lighting  consist¬ 
ing  of  a  recessed  fixture  coinhining 
fluorescent  and  incandescent  within 
one  frame.  This  permits  the  surround¬ 
ing  walls  and  display  niches  as  well  as 
feature  displays  on  the  flcMir  to  he  built 
up  with  much  greater  intensities  with 
their  own  sources  of  illumination. 


MEN'S  FURNISHINGS  and  Clothing 
Department  at  Snellenhurg’s,  at  Willow 
(irove.  l‘a.  Recessed  fixtures  in  ceiling 
are  lluoresccnt  and  incandescent,  pro¬ 
viding  ilhnnination  of  equally  impor¬ 
tant  areas,  walls  and  floor,  and  elimi¬ 
nating  dark,  uninteresting  corners 
which  are  prevalent  when  both  sources 
ol  lighting  are  not  used.  I  he  wall  lights 
are  used  for  the  dual  purpose  of  wash¬ 
ing  the  walls  and  illuminating  the  mer¬ 
chandise. 
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THE  CASE  AGAINST 
THE  FEDERAL  SALES  TAX 

By  E.  C.  Stephenson 

Chairman,  NRDGA  Taxation  Committee 
and  Vice  President,  The  J.  L.  Hudson  Company,  Detroit 


Why  should  a  retailer  oppose  a 
general  Federal  excise  tax  on  mer* 
chondise  if  it  can  bring  about  a  re¬ 
duction  in  the  rate  of  corporate  in¬ 
come  tax  he  pays?  What  exactly  are 
the  arguments  against  this  form  of 
taxation?  Does  it  really  have  faults 
that  are  great  enough  to  offset  the 
obvious  advantage  of  paying  a  lower 
tax  rate  on  a  store's  profits?  A  retailer 
who  wanted  the  answers  to  these 
questions  wrote  last  month  to  E.  C. 
Stephenson,  who  is  head  of  the 
NRDGA  Taxation  Committee,  vice 
president  of  The  J.  L  Hudson  Com¬ 
pany  and  an  untiring  fighter  against 
the  whole  sales  tax  philosophy.  Here  ■ 
is  .  a  ..condensed  version  of  Stephen¬ 
son's  reply.  It.  explains  why  the 
NRDGA  is  fighting  this  proposal '  to 
lower  tpe  tax  on  profits  by  imposing 
a  tax  on  purchases.  \  . . 

T  ET  me  try  to  tell  you  the  main 
reasons  why  the  NRDGA  has 
taken  a  position  against  excise  taxes, 
ril  confine  the  discussion  to  the  pos¬ 
sibility  of  an  excise  tax  collected  at 
the  manufacturer  level,  because  that  is 
the  form  the  tax  would  be  bound  to 
take. 

The  members  of  the  Tax  Commit¬ 
tee  of  the  U.  S.  Chamber -and  the 
members  of  the  Ta^  Committee  of  the 
National  '.'Xswciation  of  Manufactur¬ 
ers,  two  organizations  which‘are  most 
energetic  in  advocating  excise  taxes,* 


will  tell  you  without  etjuivocation  that 
excise  taxes  at  the  retail  level  are 
politically  impossible.  They  would 
stand  out  as  a  direct  burden  on  the 
privilege  of  buying  gootls  and  the  pub¬ 
lic  wouldn’t  tolerate  it.  These  same 
people  will  tell  you  that  excise  taxes 
at  the  manufacturer’s  level  are  politi¬ 
cally  feasible  because  they  are  hidden 
and  reach  the  consumer  included  in 
the  purchase  price  of  the  merchandise. 
.So  my  reply  to  your  letter  will  discuss 
the  economic  consequences  of  this  tax 
in  the  form  which,  its  supporters  ad- 
,  mit,  it  must  take  in  order  to  be  con¬ 
cealed  from  public  attention. 

What  will  the  effect  be  on  the  cost  of 
merchandise  we  have  in  our  inven¬ 
tories  for  sale? 

The  excise  tax  at  the  manufactur¬ 
er’s  level  will  apply  to  the  end  prod¬ 
ucts  of  all  manufacture  except  food 
and  drugs.  This  means  that  the  prices 
we  pay  for  the  merchandise  we  sell 
will  be  increased  by  substantially 
.  more  than  the  simple  addition  of  the 
excise  tax.  The  tax  will  be  pyramided. 

For  instance,  when  a  manufacturer 
buys  new  machinery  or  equipment, 
builds  a  new  plant  or  purchases  busi¬ 
ness  supplies,  the  excise  tax  will  apply 
to  these  items,  and  it  will  become  a 
part  of  his  cost  or  capital  investment. 

(In  fact,  the  excise  tax  bill  before 
Congress  goes  so  far  as  to  say  that  a 
ntanufacturer  must  pay  the  excise  on 
■  equipmeni-  w'hich  he  himself  produces 


to  use  in  his  own  plant.)  Because  of 
this  increase  in  the  cost  of  j)lant, 
equipment  and  operating  supplies,  the 
mamdacturer’s  taxes,  insurance  costs 
and  depreciation  on  plant  and  equip 
ment  must  increase.  All  these  increases 
must  be  loaded  into  the  cost  of  the 
product  he  is  making  to  sell  to  the 
distributor. 

After  he  has  added  his  profit  to  the 
increased  costs  of  production,  to  arrive 
at  a  selling  price,  the  manufacturer 
will  then  add  the  excise  tax  on  the 
finished  product.  Thus  the  excise  tax 
will  be  applied  to  a  price  already 
built  up  by  the  excise  taxes  frozen 
into  the  cost  of  plant  and  equipment. 

What  will  be  the  effect  on  the 
retailer's  cost  of  operation? 

As  you  know,  we  already  have  a  10 
per  cent  excise  to  pay  on  adding  ma¬ 
chines,  bookkeeping  machines  and 
other  types  of  business  machines  ex¬ 
cept  cash  registers.  That  is  one  reason 
why  they  are  so  expensive.  With  a 
general  excise  tax,  we  will  pay  more 
for  every  kind  of  equipment  and  sup 
plies  we  use.  The  cost  of  building  will 
go  up,  likewise  the  cost  of  fixtures, 
store  furnishings  and  everything  else 
in  the  retail  plant.  These  increases 
will  reflect  (1)  the  pyramiding  of  the 
excise  tax  in  the  manufacturer’s  costs 
and  (2)  the  addition  of  the  excise  tax 
on  top  of  the  manufacturer’s  higher 
selling  price.  And,  as  I  have  already 
pointed  out,  the  cost  of  merchandise 
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will  Ih'  substantially  increased.  Many 
incieasis  will  follow  in  our  operating 
costs:  Ml  insurance;  in  rentals  which 
are  on  a  percentage  basis;  in  coin{>en- 
sation  to  salesjieople,  in  taxes,  and  in 

I  many  other  costs. 

So  the  excise  tax  has  now  increased 
the  cost  of  operation  all  the  way  from 
the  Ijcginning  of  production  to  the 
point  ol  final  distribution.  Since  both 
we  and  our  suppliers  must  recover 
our  costs  of  operation,  selling  prices 
must  necessarily  be  raised  right 
straight  along  the  line.  VVe  must  take 
our  usual  markup  on  the  increased 
cost  of  our  goods— jjerhaps  a  slightly 
higher  markup  in  order  to  offset  our 
additional  op>erating  costs. 

What  will  be  the  effect  on  the  retail 
price  the  customer  must  pay  for  our 
merchandise? 

W'e  must  have  sufficient  gross  profit 
to  meet  (1)  the  additional  costs  of  the 
merchandise  itself  and  (2)  the  in- 

I  creased  costs  of  operation.  VVe  will  be 
required,  by  simple  necessity,  to  secure 
a  higher  selling  price  for  our  gocxls. 
■Vncl  let’s  not  forget  that  little  three 
per  cent  state  sales  tax  in  your  state. 
That  goes  up  too.  The  consumer  will 
be  required  to  pay  more  state  sales 
tax  because  you  have  had  to  raise  the 
selling  price  of  your  merchandise. 

I 

I  What  will  be  the  effect  on  the  pur- 
chasing  power  of  our  customers? 

This,  I  think,  should  concern  us 
I  very  deeply.  Out  of  44.5  million  tax- 

Ij  paying  units  in  1953,  over  33  million 
I  reported  incomes  of  less  than  S5,000. 

These  are  people  who  have  very  little 
1 1  liquid  savings  and  who  must  spend  all 
!  they  earn  for  the  ordinary  expenses  of 
living.  David  L.  Babson  8:  (Company 
i  reported  recently  that  53  jier  cent  of 
1  all  spending  units  reported  before-tax 
I  earnings  in  1954  of  less  than  .$4,000, 
and  that  88  per  cent  of  all  spending 
I  units  reported  l>efore-tax  earnings  of 
s  less  than  $7,500. 

'  In  addition,  there  are  millions  living 
1  on  old  age  assistance,  on  scx:ial  security 
i  payments,  and,  for  short  |)eriods  of 
j  time,  on  unemployment  compensa- 
■  tion;  and  there  are  widows  and  chil¬ 
dren  living  on  incomes,  tax-free  be- 
j  cause  of  exemptions,  of  far  less  than 
i  $2,000. 

I  I  don’t  know  how  it  is  with  you, 
!  June,  1955 


but  I  know  that  in  my  own  case  I  can 
only  sjiend  a  dollar  once  and  if  1  have 
to  pay  a  higher  price  for  one  thing, 

I  have  to  do  without  another.  These 
many  millions  of  people,  the  true  sup¬ 
port  of  the  economy,  who  consume 
most  of  the  prcxlucts  of  our  factories 
and  farms,  will  simply  not  be  able  to 
buy  as  much  as  they  buy  now. 

So  the  cjuestion  becomes  this:  are 
we  willing  to  reduce  our  sales  poten¬ 
tial  and  cut  the  volume  we  now  sell 
in  order  to  shift  the  tax  burden  from 
corporations  to  the  consumer?  It 
seems  to  me  a  short-sighted  policy. 

What  is  the  real  purpose  of  the 
advocates  of  these  taxes? 

T  his  can  best  be  answered 'by  quo¬ 
tations  from  the  tax  jiolicy  book  of 
the  National  .Association  of  Manufac¬ 
turers.  T  hey  show  clearly  that  the  end 
purjH>se  is  to  increase  the  amount  of 
taxes  collected  from  the  lower  income 
groups  and  to  reduce  the  total  collect¬ 
ed  from  the  higher  bracket  groups. 
Believe  me,  these  are  verbatim  quo¬ 
tations: 

“.4  Balanced  Tax  Load.  There  is 
definite  merit  in  balancing  the  tax 
load  lietween  the  levies  on  income  as 
it  is  received  and  on  income  as  it  is 
spent.  The  jjsychological  and  moral 
gains  fro/n  allowing  the  recipients  of 
income  to  have  and  enjryy  the  posses¬ 
sion  of  it,  and  to  realize  that  they  are 
f  ermitted  some  degree  of  judgment 
in  its  use,  are  disregarded  by  those 
who  w'ould  concentrate  the  entire  tax 
load  on  income  as  received. 

“.As  a  first  step  in  the  attainment  of 
a  better  balance  betw'een  income  and 
excise  taxes,  the  existing  yield  of  the 
excises  should  be  held,  through  the 
modification  of  the  excise  tax  system 
recommended  below.  The  balance  as 
such  will  be  improved  as  the  income 
tax  load  is  reduced.  Whether  contin¬ 
ued  advance  tow'ard  a  better  balance 
is  to  occur  through  income  tax  reduc¬ 
tion  alone,  or  through  some  increase 
of  excise  tax  yield,  is  a  matter  for  the 
future. 

“Uniform  Replacement  Tax.  Ex¬ 
cept  for  the  alcoholic  beverage  and 
tobacco  taxes,  the  present  system  of 
federal  excises  should  be  replaced  by 
a  uniform  excise  tax,  preferably  at  the 
manufacturer’s  level,  to  be  levied  on 
all  end  products  of  manufacture  ex¬ 


cept  food  and  food  products. 

“Alcoholic  Beverages  and  Tobacco. 
The  rates  of  tax  on  alcoholic  bever¬ 
ages  and  tobacco  should  be  reduced  to 
those  in  effect  prior  to  the  last  World 
War  II  increases. 

“Rate  Reduction  and  Range  of  Pro¬ 
gression  of  the  Individual  Income 
Tax.  Following  the  scheduled  tax  re¬ 
duction  as  of  January  1,  1954,  the  first 
emphasis  should  be  on  narrowing  the 
range  of  progression,  and  the  second 
on  further  reduction  of  the  first  brack¬ 
et  rate.  The  first  step  in  narrowing 
the  range  of  progression  should  be  a 
25  per  cent  reduction  of  the  progress¬ 
ive  element  of  each  bracket  rate.  As 
budget  requirements  permit,  there 
should  be  additional  percentage  re¬ 
duction  of  the  progressive  element, 
and  further  reductions  of  the  first 
bracket  rate. 

“Personal  Exemptions.  Personal  ex¬ 
emptions  should  remain  at  the  level 
(of  $600)  established  by  the  Revenue 
Act  of  1948,  in  order  to  permit  tax 
relief  to  all  taxpayers.” 

I  am  sure  it  doesn’t  take  a  very  dis¬ 
cerning  eye  to  see  that  the  purpose  of 
advocating  a  broad  based  excise  tax  is 
to  shift  the  tax  burden  from  corpora¬ 
tions  and  higher  paid  individuals  to 
the  great  mass  of  the  population. 
These  are  the  people  who  earn  less 
than  $4,000;  who  are  living  on  social 
security  benefits,  old  age  assistance, 
jjensions  and  other  fixed  incomes. 

The  proponents  of  this  shift  in  tax¬ 
ation  will  tell  you  that  the  person  w’ho 
buys  and  consumes  the  merchandise 
is  the  source  of  all  tax  revenues,  no 
matter  what  the  forms  of  the  tax.  The 
statement  is  true,  but  it  is  one  of  those 
truths  that  can  mislead.  It  is  true  that 
we  all  pay,  in  turn,  the  profit  content 
in  the  price  of  our  purchases,  and  so 
pay  progressively— pyramid,  if  you  will 
—the  income  taxes  applicable  at  every 
step  in  the  line  of  production.  How¬ 
ever,  where  the  excise  tax  is  a  levy  on 
the  privilege  of  purchasing,  the  in¬ 
come  tax  in  each  case  is  a  sharing  with 
the  government  of  the  profit  content 
in  the  price. 

Representatives  of  the  National 
Association  of  Manufacturers  tell  us 
plainly  that  they  do  not  intend  to  re¬ 
duce  the  amount  of  that  profit  content. 
.Although,  as  you  point  out  in  your 
{continued  on  page  47) 
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style 


like  this 


prod  need 


in  stores  like  these 


SOMMLR  &  KAUFMA^iN,  San  Francisco 


ROBINSON  S,  Kansas  Citv,  Mo. 


C  &  H  SHOE  CO.,  Marion,  Ind. 


JACOB  REED’S  SONS,  Philadelphi 


WALSH  SHOE  SHOP,  Boston 


RODES  RAPIER  CO.,  Louis'ville 


GRAHAM  SHOE  CO.,  Boston 


HESS  SHOES,  Baltimore 


THE  POTTER  SHOE  CO.,  Cincinnati 
HEROLDS,  San  Jose,  Calif. 


26 


STORES 


V 


“Three  Hundred  Pairs  in  Three  Days” 

And  here’s  proof  that  the  market  for  Wright  Arch  Pre¬ 
server  Shoes  is  bigger  than  you  think.  During  Wright’s 
Spring  Openings,  in  a  three  day  period,  individual  stores  like 
the  ones  listed  sold  as  many  as  300  pairs  of  Wright  Shoes  to 
old  and  new  customers  at  regular  prices — $20  to  $26. 

Customers  of  stores  like  these  went  overboard  for  the 
smart  styling.  They  welcomed  the  fine  fit.  But  most  of  all... 


The  Milano — In-stock  =163 

Typical  new  Wright  stvlmg. 

The  Continental  influence 

in  a  Wing  Tip  Gleaming  Black  Blocner 


They  Bought  The  Four  Famous  Built*  In  Features  That 
Make  Wright  Shoes  The  Most  Rest-Insuring  Shoes 
On  Two  Feet.  Wright  Arch  Preservers  Are  The  Only 
Shoe$  With  The  Four  Features  That  Keep  ‘^Men 
On  The  Go” —  On  The  Go  Around  The  Qock. 

If  your  store  has  a  staff  of  well  trained  shoe  fitters,  it  will 
pay  you  to  find  out  about  a  franchise  for  Wright  Arch 
Preservers.  Write  to  Mr.  Leo  McCarthy,  Blxecutive  Vice 
President,  E.  T.  Wright  &  Co.,  Rockland,  Mass. 


wright 


June,  1955 
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JOHN 

WANAMAKER’S 


The  John  Wanamaker  Westchester  store  is  the  work 
of  Lathrop  Douglass,  architect;  Copeland,  Novak  fc 
Asscxiates,  interior  architects,  who  also  collaborated 
on  the  planning  of  the  store’s  operating  arrangemenu; 
and  William  Pahlmann  Associates,  consultants  on  in¬ 
terior  decoration. 


a  conibiiiation  of  rough,  native  fiekl- 
stoiic  anti  white  painted  bricks,  with 
black  granite  piers  rising  the  full 
height  of  the  first  ffcxir. 

In  this  building,  the  utilities  and 
service  rooms  have  been  placed  on  the 
second  floor,  since  excavation  of  the 
rtxk  strata  for  the  usual  basement  or 
sub-cellar  would  have  been  unneces¬ 
sarily  exjxnsive.  1  he  air  condition¬ 
ing  system  consists  of  .HO  individual 


package  units;  involves  no  loss  of  sell¬ 
ing  area  and  is  said  to  be  one  of  the 
lowest-cost-jjer-ton  installations  used 
in  any  department  store. 

The  store  has  a  complete  range  of 
merchandise  departments.  On  the 
first  floor  are  women’s  accessories, 
shoes,  millinery  and  sportswear:  men’s 
and  boys’  wear;  linens  and  blankets; 
china  and  glassware:  piece  gcxxls;  art 
(continued  on  page  52) 


TERRACED  CONSTRUCTION  provides  parking  lots  with  level  access  to  each  shopping 
floor.  A  portion  of  the  roof  of  the  first  fl<»or  is  also  used  to  supplement  the  middle  level’s 
parking  capacity.  The  penthouse  is  entirely  for  the  use  of  employees  and  houses  a 
cafeteria,  indoor  lounge  and  solarium. 


site  of  the  new  John  W'ana- 
maker  Westchester  branch,  in  the 
dross  (iounty  shopping  center,  Yonk¬ 
ers,  N.  Y.,  is  12  acres  of  extremely  ir¬ 
regular  tojxrgraphy,  part  of  it  a  sheer 
rtxk  cliff  rising  35  feet.  This  challenge 
to  architectural  and  engineering  inge¬ 
nuity  has  produced  a  number  of  inno¬ 
vations,  all  of  them  a  jjositive  contri¬ 
bution  to  merchandising  efficieticy. 

Part  of  the  building  is  sup|M)rtetl  by 
steel  piles,  sunk  as  far  as  50  feet  down; 
the  rest  is  set  against  the  side  of  a  roc  k 
cliff.  The  steep  slope  of  the  site  has 
been  utilized  to  provide  parking  lots 
that  give  direct  access  to  each  of  the 
three  shopping  floors.  Truck  tlcxks 
are  on  the  top  level.  Receiving  rooms 
are  placed  directly  below  on  the  sec¬ 
ond  tlcxrr.  Stock  rooms  are  planned  so 
that  most  merchandise  can  be  brought 
to  them  from  freight  handling  facili¬ 
ties  without  going  on  the  selling  flcxns. 
A  transport  rail  takes  ready-to-wear  to 
the  second  floor  receiving  room  on 
hangers  and,  after  marking,  carries 
them  to  the  adjacent  ready-to-wear 
stexk  rooms.  For  vertical  transporta¬ 
tion,  the  store  has  four  feet  wide  Otis 
escalators,  passenger  and  freight  ele¬ 
vators  and  a  package  lift. 

The  building  area  is  225,000  square 
feet,  making  it  the  largest  of  the 
Wanamaker  l)ranches.  Its  exterior  is 
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5  WESTCHESTER 
BRANCH 


INTERIOR  DECORATION  is  an  agreeable  blend  of  modem  design 
with  furnishings  and  murals  that  retail  the  histors  of  the  Hudson 
X’alles.  Long  pine  benthes  tame  from  a  19th  century  eating  house. 


ILLUMINATION  is  an  integral  feature  of 
all  cabinet  design,  and  all  the  construction 
was  planned  for  maximum  flexibility.  En¬ 
tire  sections  of  the  ceiling  can  be  clipped 
out  and  snapped  in  again,  so  that  addi¬ 
tional  accent  lighting  can  be  installed  with¬ 
out  major  alterations.  The  under-flotsr 
eiectrital  duct  system  peraiits  the  tapping 
of  electrical  service  anywhere,  including 
areas  in  the  tenter  of  the  floors. 


WALL  SURFACES  in  many  areas  are  of 
matched  grain  rosewood  and  teakwt»od. 
Elsewhere,  ceramic  tiles,  screens  and  simu¬ 
lated  stonework  are  used.  Here,  in  the 
men's  and  boys’  section  of  the  first  floor, 
the  floor  is  carpeted  in  a  brown  and  black 
check  typical  of  19th  centurv  interiors  in 
the  Huds<*n  \’alley. 

June.  1935 


SELF-SELECTION  fixtures  are  used  rather  sparingly. 
One  example  is  the  wall  fixture  (left)  for  toiletries 
and  drugs.  Showcases,  specially  designed,  are  framed 
with  extruded  bron/e  sections,  the  corner  bron/e  mem- 
l>er  acting  as  a  lighting  refractor. 


Bigger  credit  sales  were  forecast  at  the  Credit  Man¬ 
agement  Division's  conference  in  Chicago  in  mid- 
May,  and  the  department  store  credit  managers  set 
their  sights  and  discussions  on  methods  of  increasing 
their  share  of  this  business  and  making  it  more  profit¬ 
able.  Speakers  during  the  three-day  conference 
noted  that  the  entire  credit  department,  from  inter¬ 
viewers  to  collectors,  must  become  aware  of  the  sales 
possibilities  in  every  customer  contact.  Other  dis¬ 
cussions  revolved  around  improvements  in  collec¬ 
tion  methods,  account  solicitation  and  sales  promo¬ 
tion,  credit  bureau  operations,  productivity  and 
training  of  credit  department  personnel.  Perhaps 
the  most  interesting  question  raised  during  the  con¬ 
ference  was  this:  will  revolving  credit  replace  all  the 
types  of  credit  now  being  utilized?  A.  L.  Trotta's 
report  on  revolving  credit  is  printed  in  its  entirety 
beginning  on  page  37. 


Promoting  Credit  Sales 


'C'VERYONE  recognizes  that  the 
scope  of  credit  management  is 
widening  and  the  responsibilities  of 
the  credit  manager  are  multiplying. 
Not  everyone,  whether  credit  manager 
or  store  head,  realizes  what  a  pressing 
need  exists  for  a  specific,  specifically 
stated  and  custom-made  credit  policy 
in  every  store.  R.  M.  Grinager,  credit 
manager  of  The  j.  L.  Hudson  Ckmi- 
pany,  urged  credit  managers  not  to 
be  satisfied  with  generalities  in  this 
connection;  they  should  have,  he  said, 
a  written,  clearcut  policy  approved  by 
management,  which  will:  “(1)  Define 
objectives;  (2)  Provide  helpful  guides 
toward  goals,  and  (3)  Identify  the 
principles  of  business  conduct  to  be 
followed.” 

Management’s  jmlicy  on  credit, 
Grinager  continued,  should  be  clearly 
understootl  by  salespeople  and  by  all 
others  who  deal  directly  with  custom¬ 
ers.  Hudson’s  considers  this  so  im¬ 
portant  that  it  spells  out  these  man¬ 
agement  attitudes  for  employees  (see 
box  on  page  .34). 

Grinager  urged  that  the  credit  man¬ 
ager  establish  volume  goals  in  exact 
terms,  suggesting  this  formula  for 


“targets”: 

“  (I)  A  credit  sales  volume  of  % 
of  total  store  sales.  (2)  .  addi¬ 
tional  charge  customers.  (3)  . 

additional  new  time  payment  accounts. 
(4)  One  additional  transaction  month¬ 
ly  on  each  of  your  present  credit  ac¬ 
counts.  (5)  A  collection  percentage  of 
not  less  than . %  nor  more  than 

. %.  (6)  .A  continually  declining 

operational  cost,  on  a  transaction  or 
|)er  cent  to  credit  sales  basis.  (7)  A 
credit  service  for  your  customers  sec¬ 
ond  to  none  in  convenience,  advantage 
and  ultimate  benefit  to  the  customer.” 

Grinager  spoke  at  the  convention’s 
opening  session,  at  which  three  other 
sjjeakers  also  discussed  the  profit  po¬ 
tential  in  bigger  credit  sales,  and  the 
better  use  of  promotion  techniques. 
The  speakers  were  Helen  Kaoiigh, 
credit  manager.  Wolf  &  Dessauer;  W. 
F.  Gofer,  credit  manager,  Neiman-Mar- 
cus;  and  D.  W.  Bollman,  credit  man¬ 
ager,  The  Joseph  Horne  Camipany. 

Collections  and  Sales.  There  is  a  di¬ 
rect  relationship,  said  Helen  Kaough, 
between  gocnl  collections  and  increased 
credit  sales. 


THE 

CREDIT 

JOB 


“Griule  collection  methotls  aiul  over¬ 
bought  aud  over-due  accounts  are 
forms  of  sales  suicide,”  said  .Miss 
Kaough.  “In  VV^olf  &  Dessauer  we  use 
a  refer  system  by  which  file  clerks  re¬ 
port  unusual  activity  on  accounts- 
largely  charges  coming  through  to  froz¬ 
en  accounts  and  payments  bringing 
frozen  accounts  to  a  current  condition. 
It  is  certainly  significant,  1  believe, 
that  75  per  cent  of  the  ‘paid  up’  re¬ 
ports  are  either  accompanied  by  or 
followed  within  several  days  by  a  ‘new 
charges’  report.”  At  Marshall  Field, 
she  added,  analysis  showed  that  pur¬ 
chases  by  customers  whose  bills  were 
30  days  past  due  dropped  30  per  cent: 
at  00  days  past  due  they  had  drop|)ed 
49.7  per  cent. 

Fo  “keep  ’em  open  to  buy  ami  keep 
’em  happy  while  paying”  the  several 
phases  of  a  good  collection  program, 
as  she  outlined  them,  were  these: 

1.  Lay  the  groundwork  for  prompt 
payment  at  the  time  the  account  is 
opened.  Miss  Kaough  said:  “The 
adage,  ‘.\n  account  well  opened  is  half 
collectetl’  is  not  outmoded  by  the  trend 
toward  silent  interviewers  and  news¬ 
paper  applications.  The  same  results 
must  be  effected  by  a  clear  statement  of 
terms  in  a  letter  on  the  credit  plan  the 
customer  has  selected  and  an  enclosure 
explaining  other  credit  plans  so  she 
can  determine  early  if  another  better 
meets  her  needs.  Here  we  might  well 
consider  inviting  the  customer  in  for 
a  personal  tliscussion  of  credit  jzlans  if 
the  analysis  of  her  credit  report  indi- 
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CREDIT  MANAGEMENT  DIVISION  OFFICERS.  Bernard  C.  Ciilbert,  of  the  L.  S.  CkhkI  &  Clo.,  Wheeling,  was  elected  chairman  of  the 
Credit  Management  Division  at  the  group’s  ((tnference  in  (Chicago.  Ciharles  F.  Nanmann,  Lanshurgh  &  Camipany,  Washington,  was 
elettetl  secretary-treasurer.  Vice-chairmen  elected  were:  Jc»hn  F.  Rose,  Oowley,  .Milner  &  Cio.,  Detroit:  R.  H.  Bulte,  Stix.  Baer  &  Fuller, 
St.  f.ouis;  and  R.  M.  Cirinager,  j.  L.  Hudson  (a>mpany,  Detroit.  Eight  newly  elected  directors  were:  David  Bollman.  Fhe  Joseph 
Horne  Company,  Pittshurgh;  Francis  [.  f.ukes,  Schuster’s,  Milwaukee;  J,  Ross  Springer,  Henry  .Morgan  &  C’.o.,  .Montreal;  Robert  Cirant. 
Anderson-Newcomb  Car.,  Huntington,  W.  V'a.;  Hubert  Fielder,  D.  H.  Holmes  Car.,  New  Orleans;  Wendell  Rcrmney,  ZCiMl,  Salt  Lake 
Ciitv;  S.  C.  Patterscrn,  Winkelman’s,  Detnrit;  Ernest  |(rhns<tn,  H.  C.  Prange  Car.,  Sheircrygan.  Re-elected  ttr  the  BcrartI  trf  Directcrrs  were: 
Bessie  Fearmr,  'Fhe  Wallace  Catmpany,  .Schenectady;  Ray  Mihm,  Fhe  Fair,  C^hicagcr;  laruis  Selig,  vice-president,  Hcriise  erf  Fashietn, 
Baton  Reruger  Rcrbert  Myers,  partner,  Myers  Dept,  Sterre,  Whittier;  Clyde  C;.  Kerrt/,  Fhe  Highee  Car.,  Cleveland;  l.etr  Frye,  J<rhn  A. 
Broun  Car.,  Oklahirma  City;  Walter  Baah,  Stern  Bnrthers,  New  Yerrk  City;  Dean  .Ashby,  Fhe  Fair,  Fort  Werrth;  Carrcril  D.  Whisler, 
Mahler  It  Ciarew,  Cincinnati;  Harold  .Smith,  The  Shepard  Car.,  Pnrvidence;  Wayne  C.  Sterkes,  Marshall  Field  &  Car.,  Chicager;  VV'illiam 
Benvrn.  .Schuneman’s,  St.  Paul;  and  Cdiarles  H.  Dickens.  Ciimhel  Bnrthers.  Philadelphia. 
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fornitila  for  computing  the  cost  of 
account  solicitation  so  that  some  day 
it  may  be  as  valuable  as  the  CMD  pro¬ 
duction  study,”  he  rejxrrted. 

"It  is  certainly  worth  the  money  to 
test  check  the  various  methcxls  ...  to 
know  where  best  to  s|}end  charge  ac¬ 
count  solicitation  dollars,”  he  added. 

An  Inside  Look.  The  results  of  another 
survey,  this  time  of  credit  departments 
themselves,  was  rejxrrted  on  by  D.  VV. 
Bollman,  credit  manager.  The  Joseph 
Horne  Company,  Pittsburgh. 

Ciredit  managers  throughout  the 
country  were  asked  to  send  representa¬ 
tives  to  o|>en  charge  accounts  in  other 
stores  in  their  towns.  Thirty-five  stores 
were  thus  surveyed. 

Bollman  said  the  Sales  Promotion 
Committee,  which  conducted  the  sur¬ 
vey,  concluded  that  credit  department 
personnel  shoidd  be  required  to  “show 
more  interest  in  the  customer  anti  con¬ 
sider  her  the  same  as  a  guest  in  the 
home.”  He  said  the  survey  also  re¬ 
vealed  that  “it  takes  too  long  to  ojjen 
an  account,”  and  that  most  stores 
“miss  an  opportunity”  to  promote 
sales  in  their  credit  department. 
“Twenty-two  out  of  3.5  stores  made 
very  little,  or  no  effort,  to  sell  the 
customer  on  credit  advantages,”  he 
reported. 

{contimied  on  next  pa*^e) 


cates  that  her  selection  might  be  ill- 
considered.” 

2.  Beam  all  collection  effort  as 
strongly  to  the  retaining  of  gocxl  will 
as  to  securing  payment.  Phraseology 
should  convey  an  impartial  and  im- 
|)ersonal  attitude;  a  point  can  be  made 
of  the  effect  of  slow  payments  on  price 
levels;  the  continuation  of  credit  privi¬ 
leges  should  be  presented  as  the  reward 
of  prompt  payment.  And,  said  Miss 
Kaough:  “.Since  many  slow  paying  ac¬ 
counts  reflect  tragedy  or  near-tragedy 
in  the  lives  of  our  customers,  encour¬ 
age  the  personal  interview  in  which 
your  sympathetic  handling  of-  the 
problem  will  afford  concrete  helj)  and 
gain  a  permanent  friend.” 

.3.  .Avoid  overloading;  “CTedit  coun¬ 
selling  is  still  an  essential  of  credit 
management.”  .A  skillful  refusal,  in 
which  the  customer  is  led  to  postj)one 
a  planned  jjurchase  till  he  is  better 
able  to  handle  it,  can  gain  a  perma¬ 
nent  friend  for  the  store. 

4.  (larry  out  a  continuous  educa¬ 
tional  program  on  the  advantages  of 
l)ronipt  payment.  Miss  Kaough  men¬ 
tioned  cooperative  “prom|}t  pay  cam- 
jwigns,”  such  as  that  recently  con¬ 
ducted  in  Minnea|x>lis,  as  a  most  effect¬ 
ive  device.  Other  methods:  prompt  re- 
jwrting  of  past-due  accounts  to  the 
credit  bureaus,  so  that  refusal  of  new 
cretlit  follows  promptly  on  delinquen¬ 


cies,  and  late  charges  on  past  tine 
charge  account  balances,  or,  if  this  is 
not  practical,  a  suggestion  that  the 
customer  transfer  to  revolving  credit. 

Account  Solicitation  Costs.  I'he  cost 
of  soliciting  and  acquiring  new  charge 
accounts  ranges  from  78  cents  when 
openetl  by  salesjieople  to  S2.37  by  tele¬ 
phone.  Direct  mail  costs  averaged 
SI. 62,  and  house-to-house  S2.ll. 

These  average  figures  were  cited  by 
W.  F.  Cofer,  credit  manager,  Neiman- 
Marcus,  Dallas,  in  his  preliminary  re¬ 
port  of  a  study  of  the  cost  of  charge 
account  solicitation  made  by  a  sub¬ 
committee  of  the  CTedit  Sales  Promo¬ 
tion  Committee. 

Eight  methtxls  are  commonly  used 
in  soliciting  new  accounts,  and  of 
these,  salesepojjle,  direct  mail  and 
house-to-house  were  cited  as  being  the 
most  successfid  by  42  of  the  55  stores 
reporting  to  the  subcommittee. 

.All  55  stores  re|X)rted  soliciting 
charge  accounts,  most  of  them  by  tlirect 
mail,  salespeojjle  and  through  news- 
jxtpers.  House-to-house  solicitation, 
package  enclosures,  telephone  solicita¬ 
tion,  and  radio  and  television  adver¬ 
tising  were  the  other  methods  used. 

C^ofer  said  the  subcommittee’s  re|X)rt 
revealed  the  dearth  of  information  re¬ 
corded  by  stores.  “VVe  would  like  to 
recommend  the  adoption  of  a  standard 
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Collection  Methods 


There  are  no  tricks  or  gimmicks 
in  a  good  collection  program. 
What  brings  collection  percentages  up 
is  usually  a  simple,  direct  plan  worked 
with  consistent  determination  and 
based  on  a  sympathetic  understanding 
of  people.  Two  sf>eakers,  approaching 
the  collection  problem  from  different 
view’points,  reached  that  conclusion  in 
relating  their  exjieriences  to  the  panel 
on  improving  collection  methods. 

The  speakers  were  Kenneth  W. 
Hultgren,  credit  manager,  The  Day- 
ton  Company,  Minneapolis;  and  Lyle 
A.  Kamradt,  vice  president,  North¬ 
western  Acceptance  Corp.,  Milwaukee. 
Both  maintained  that  properly  opened 
accounts,  based  on  careful  investiga¬ 
tion,  are  necessary.  “A  merchant  who 
extends  credit  without  asking  what 
other  bills  his  customer  has  is  inviting 
collection  trouble,”  Kamradt  declared. 

Hultgren  described  Dayton’s  credit 
department  which,  he  said,  was  or¬ 
ganized  into  areas  of  specific  responsi¬ 
bilities;  flaggers,  analysts,  assistant  col¬ 
lection  managers  and  clerical  help. 
Monthly  work  records  of  individuals 
and  the  four  categories  are  kept  “to 
jxjint  out  the  good  work  as  well  as 
the  bad.” 

“A  collection  policy,”  Hultgren  said, 
“should  be  definitely  outlined  and 
rigidly  adhered  to.”  As  part  of  this 
policy,  Dayton’s  charges  off  accounts 
when  any  part  of  an  account  becomes 
nine-months  old.  Complacency  and 
carelessness  in  collections  is  avoided 
by  such  a  comparatively  early  charge- 
off  period,  he  explained. 

Collection  assistants  are  instilled 
with  a  competitive  spirit  by  Dayton’s 
system  of  comparing  collection  results 
quarterly  on  the  basis  of  collection 
percentages,  amounts  turned  over  to 
collection  agencies,  gross  bad  debt 
losses,  and  net  bad  debt  losses. 

“Just  average  ideas  that  we  have 
used  have  worked  wonders  when  they 
have  been  hooked  to  a  determination 
that  is  superior,”  Hultgren  said. 

Loan  Company  Methods.  Similarity 
of  the  problems  of  the  small  loan  busi¬ 
ness  and  retail  business  in  granting 
credits  and  collecting  accounts  was  de¬ 


veloped  by  Kamradt.  He  explained 
that  loans  are  arranged  only  after 
detailed  applications  are  filed.  “The 
more  we  know  about  our  prospective 
customer,  the  easier  it  is  to  do  business 
with  him,”  he  said.  Since  the  agent 
making  the  loan  is  the  same  person 
who  is  responsible  for  collecting  it,  the 
agent  is  aware  of  the  necessity  of  get¬ 
ting  all  the  information  he  can. 

“The  collection  technique  of  small 
loan  companies  is  based  on  getting  the 
borrower’s  confidence  and  coopera¬ 
tion,”  Kamradt  said.  “We  stress  our 
desire  to  be  helpful.  We  do  not  ask 
‘Why  didn’t  you  pay?’  We  ask  ‘Why 
didn’t  you  get  in  touch  with  us?’  If 
every  account  who  couldn’t  pay  on  his 
due  date  called  your  office  and  ex¬ 
plained  and  called  each  time  he  had 


made  a  promise  which  he  couldn't 
keep,  your  collection  costs  would  be 
so  drastically  reduced  you  could  afford 
to  be  patient.” 

He  explained  that  follow-up  is  “sys¬ 
tematic  and  persistent  but  not  ‘tough’ 
or  harrassing.”  All  follow-up  action 
and  results  are  recorded.  On  seiiously 
deliiujuent  accounts,  the  borrower 
and  wife  are  invited  to  the  office  for 
a  conference  in  which  an  attempt  is 
made  to  determine  the  cause  of  the 
delinquency,  and  to  find  a  solution. 
“Persistent  collection  follow-up  will 
keep  legal  action  to  a  minimum," 
Kamradt  advised. 

Participating  in  the  panel  were: 
.Arnold  Alban,  Goldblatt  Bros.,  Chi¬ 
cago;  Clifford  Fears,  Macy’s,  Kansas 
City;  George  Gersten,  Manclel  Broth¬ 
ers,  Chicago;  F.  R.  Hachtel,  Gimbel 
Bros.,  Milwaukee;  and  C.  B.  Young, 
The  Boston  Store,  Milwaukee.  Chair¬ 
man,  Ray  G.  Mihn,  The  Fair,  Chicago. 


Smaller  Stores 


'I^HE  increasing  imjxrrtance  of  credit 
sales  makes  it  necessary  that  credit 
managers  become  sales-minded  execu¬ 
tives  with  a  knowledge  of  economics, 
accounting  and  finance,  declared  Louis 
Selig,  vice  president.  House  of  Fash¬ 
ion,  Baton  Rouge,  La.  Selig  spoke  at 
a  panel  devoted  to  Problems  of  the 
Smaller  Store,  and  shared  the  platform 
with  J.  M.  Logan,  credit  manager, 
Roberts  Bros.,  Portland;  and  Roy  F. 
Jones,  manager.  Credit  Bureau  of  Elk¬ 
hart,  Ind.  Robert  W.  Myers,  partner, 
Myers  Department  Store,  Whittier, 
Calif.,  was  chairman  of  the  panel,  and 
Robert  Grant,  credit  manager,  An- 
derson-Newcomb  Co.,  Huntington, 
W.  Va.,  was  co-chairman. 

Selig  said  he  spoke  as  a  former  credit 
manager  “from  a  store  owner’s  angle.” 
The  modern  credit  manager  must  be 
trained,  or  train  himself,  to  acquire 
a  well  rounded  background,  he  sug¬ 
gested.  “He  should  be  somew’hat  of  an 
economist,”  he  added.  “Everyone  in 
retail  credit  must  keep  his  eye  on  eco¬ 
nomic  conditions  .  .  .  and  we  must  be 
able  to  analyze  and  interpret  trends  . . . 
to  determine  how  they  are  going  to 
affect  our  particular  store.” 


In  addition  to  the  responsibilities 
of  granting  and  authorizing  credit, 
recording  all  credit  transactions  and 
layaway  sales,  control  billing  and 
record  keeping,  the  credit  manager 
should  also  be  a  sales  promoter  and 
goodwill  builder,  Selig  declared. 

“It  is  necessary  for  progressive  mer¬ 
chants  to  have  progressive  credit  exec¬ 
utives  .  .  .  who  realize  that  all  inactive 
accounts  are  potential  assets  to  a  store, 
executives  who  promote  and  plan  to 
reactivate  these  dormant  accounts,” 
“It  goes  without  saying,”  he  con¬ 
tinued,  “that  the  credit  manager  must 
be  a  sales  builder.  Since  becoming  a 
store  owner,  I  feel  that  collections  are 
just  one  phase  of  a  well-rounded  credit 
operation.  Our  job  is  to  bring  more 
business  into  the  store.” 

Prospects  for  increasing  sales  are 
bright,  Selig  said,  pointing  to  rising 
consumer  expenditures  and  savings. 
To  obtain  this  potential  business, 
Selig  underscored  the  importance  of  a 
sound,  consistent  public  relations  pro¬ 
gram.  Such  a  program  creates  “good¬ 
will,  friendliness  and  the  personality" 
of  a  store,  he  said. 

(Continued  on  page  34) 
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DEPARTMENT  STORES 

(both  large  and  small) 

Here's  4  Cycle  Billing  Desk 

That  Will  Knock  The  Bottom  Out  of  Costs 


In  Customer  Account  Departments 


This  new  improved  desk  has  a  507c  increase  in 
capacity.  One  operator  controls  up  to  8500 
accounts — greater  capacity  than  any  other 
standard  desk  of  its  size!  It  reduces  fatigue 
and  errors  through  simplified  operation. 

Ball-bearing  trays  roll  at  the  touch  of  a  fin¬ 
ger.  Two,  large,  convenient  pull-out  shelves 
make  it  easy  to  use  upper  tiers.  The  permanent 


posting  shelf  is  unusually  wide  and  ample. 
Slide-in,  dust-proof  doors  protect  contents 
from  dust  and  soil  when  not  in  use.  There  are 
6  drawers  in  the  lower  part  for  inactive  ac¬ 
counts  . . .  al.so,  a  utility  drawer  for  temporary 
media  storage  and  the  operator’s  personal  ef¬ 
fects.  Scientifically  planned  throughout.  Get 
full  particulars  and  range  of  tray  sizes. 


PROFIT-i^UILDING  IDEAS  FOR  BUSINESS 


Room  2242,  315  Fourth  Ave.,  New  York  10 

Kindly  send  illustrated  folder  on  Setr  Improred  Cycle  Billing  Desk — KD7o9. 
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The  Credit  Job 

(continued  from  page  32) 


He  stressed  the  opjX)rtunity  of  in¬ 
creasing  customer  goodwill  through 
letter  writing.  Tins,  he  maintained, 
“is  an  important  phase  of  our  work 
that  we  sometimes  overlook.” 


Credit  Bureaus.  Broadening  of  credit 
bureau  activities  can  he  of  immeasur¬ 
able  value  to  stores  in  small  towns, 
Roy  F.  Jones,  manager  of  the  Elkhart 
Credit  Bureau,  told  the  small  stores 
panel. 

(ones  told  how  the  Elkhart  bureau, 
in  addition  to  answering  over  43,(KM) 
inquiries  of  its  325  members  last  year, 
and  overseeing  the  operation  of  its 
separate  collection  service,  helped  pro¬ 
mote  a  Better  Business  Bureau,  under¬ 
took  the  operation  of  an  addressing 
and  mailing  service,  and  a  check  pro¬ 
tective  service. 

The  “Address-O-Mail”  service  main¬ 
tains  all  the  lists  of  charge  customers, 
and  prospects  of  all  the  stores.  Month¬ 
ly  statements  are  pre-addressed,  and 
direct  mail  addressing  is  done  for  the 
stores.  About  30,000  names  (Elkhart 
has  a  population  of  35,646)  are  on  the 
lists  held  by  the  bureau. 

The  Check  Protective  Service  guar¬ 
antees  90  per  cent  of  the  amount  of 
all  checks  returned  by  the  bank  to  its 
1 15  member  stores.  For  a  monthly  fee, 
the  service  also  includes  bulletins  and 
warnings  on  check  “artists.”  Last  year, 
the  service  took  up  88  checks,  and 
recovered  72  jjer  cent  of  the  total 
amount. 

“VVe  limit  our  liability  to  $100  per 
check,"  Jones  said,  “but  otherwise  we 
w'ill  give  our  member  our  check  for 
90  per  cent  of  the  face  value  of  any 
returned  check— whether  it  is  NSF  or 
fraudulent.”  Jones  added  that  the 
service  has  increased  the  care  of  mer¬ 
chants,  and  has  “stopped  some  of  the 
{jeople  who  live  on  NSF  checks  habit¬ 
ually." 


Training  Credit  Employees.  Efficient 
credit  department  operation  is  linked 
directly  with  the  program  of  education 
and  training  given  employees,  J.  M. 
Logan,  credit  manager,  Robert  Bros., 
Portland,  declared. 

Logan  explained  that  his  store,  after 
(continued  on  page  36) 
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The  J«  L  Hudson  Company’s 
Credit  Policies 


as  presented  at  the  CMD  conference  by  R.  M.  GRINAGER 


WE  BELIEVE  IN  CREDIT.  We  regard  it  as  a  selling  tool  without  whiclc 
our  business  would  be  seriously  hampered.  W'e  shoidd  use  it  to  greatei 
advantage  than  we  do— to  attract  new  lustomers— to  do  more  l)usiness 
with  our  present  customers.  We  want  and  need  credit  sales  volume. 


WE  VALUE  OUR  CREDIT  CUSTOMERS.  We  consider  their  patronage  no 
less  desirable— no  less  profitable  than  that  ol  cash  customers.  No  cus 
tomer  need  ever  be  embarrassed  to  l)uy  on  credit  at  Hudson's. 


WE  OFFER  FLEXIBLE  PAYMENT  PLANS.  Besides  the  charge  account  we 
offer  budget  charge,  extended  payment  and  add-on  contract  terms— 
ranging  over  pericxls  of  from  three  to  thirty  months  depending  upon  the 
merchandise  purchased— the  risk  involved— and  the  customer’s  needs. 
Most  every  sale  can  be  arranged  on  terms  convenient  to  the  customer. 
We  are  glad  to  have  our  customers  use  these  plans. 


WE  ARE  WILLING  TO  PRODUCE  OTHER  SOUND  CREDIT  PLANS.  Just 
as  soon  as  we  are  sure  that  new  plans  are  sound  and  that  they  will 
be  of  real  benefit  to  both  our  store  and  our  customers— we  will  make 
them  available. 


WE  ARE  AS  LIBE:IAL  IN  APPROVING  CREDIT  AS  GOOD  BUSINESS 
PRACTICE  ALLOWS.  We  do  not  demand  gilt-edged  securities  to  establish 
credit.  Most  customers  can  qualify.  .Actually  all  we  ask  is  a  steady  job 
(or  income)— some  evidence  of  having  lived  within  income— and  no 
record  of  past  due  or  unpaid  accounts. 


WE  DO  NOT  PROMOTE  "FREE"  OR  "EASY"  CREDIT.  We  will  not  en 
courage  the  Hudson  customer  to  buy  beyond  his  ability  to  pay  or  to 
live  beyond  his  means.  This  results  in  excessive  debt  and  ensuing  hard¬ 
ship.  Hudson  credit  is  a  service  and  must  be  of  ultimate  benefit  to  both 
the  customer  and  the  store. 


WE  ASK  ALL  CUSTOMERS  TO  PAY  ACCORDING  TO  TERMS.  We  be 

lieve  it  most  fair  to  ask  all  to  pay  on  the  same  basis.  The  paid  up 
customer  is  free  of  debt— open  to  buy  and  a  potential  customer  for 
more  merchandise. 


WE  ENCOURAGE  SALESPEOPLE  TO  LEARN  MORE  ABOUT  CREDIT  PLANS. 

W'e  want  them  to  use  credit  as  a  selling  aid.  While  we  will  not  suggest 
“easy"  credit,  we  do  want  our  customers  to  know  that  sound.  reasonai)le 
and  convenient  plans  are  readily  available.  We  feel  that  often  the  sales¬ 
person  is  best  qualified  to  suggest  the  pioper  credit  plan. 


WE  INTEND  TO  KEEP  OUR  SALESPEOPLE  INFORMED.  We  will  discuss 
credit  plans  and  explain  such  services  through  departmental  meetings, 
training  bulletins,  the  Memo  to  Management,  The  Hudsonian,  and 
special  publications. 


WE  WILL  PUBLICIZE  THE  ADVANTAGES  OF  HUDSON'S  PLANS  AND 
THE  REASONS  FOR  USING  THEM.  W'^e  will  include  down  payments 
and  monthly  payments  or  liquidation  periods.  We  want  our  customers 
to  know  about  the  advantages  of  our  plans  and  to  understaml  just  how 
conveniently  credit  can  be  established  and  used. 
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Right  from  the  start  you  begin  to  realize  the  money¬ 
saving  advantages  of  the  Sensimatic  “50”!  For  tlm 
is  the  lowest-priced  accounting  machine  that  can  pro¬ 
duce  an  ori^nal  ledger  and  an  original  statement  as 
an  automatic  by-prc^uct. 

But  that  is  only  the  beginning!  Lower  forms  cost, 
higher  productive  output,  speedier  operation  and  fast 
operator  training  save  you  money  day  after  day. 

For  accounts  receivable,  accounts  payable,  and  general 
ledger  accounting  in  retail  stores,  this  ^nsimatic  is 
unmatched  for  thrift.  Automatic  repeat  printing  pro¬ 
duces  statement  and  ledger,  both  in  original  print  — 
and  at  remarkably  high  speed.  This  eliminates  form 
collation  and  carbon  paper,  saves  time  and  money, 
and  produces  neat,  accurate  records. 

Whether  your  retail  business  is  large  or  small,  if  you 
require  a  machine  for  volume  production  on  a  specific 
accounting  application,  the  Sensimatic  “50”  is  desinied 
for  you.  For  a  convincii^;  demonstration,  just  call  our 
nearest  branch  office  listed  in  your  telephone  book. 
Burroughs  Corporation,  Detroit  32,  Michigan. 

“Burrougfaa”  and  “Sensimatic”  are  trade-marka 


Burroughs  ^ 
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The  Credit  Job  (continued  from  page  34) 


carefully  screening  potential  employ¬ 
ees  in  aptitude  and  attitude,  begins  a 
planned  training  schedule  in  which 
every  aspect  of  the  job,  both  the  do’s 
and  the  don’ts,  is  traced  in  detail. 
After  a  week  or  more  of  this  instruc¬ 
tion,  the  new  employee  is  assigned  to 
a  “buddy,”  an  experienced  credit  de¬ 
partment  worker,  and  gains  the  skill 
and  confidence  necessary  to  do  the  job 
independently.  Alongside  this  train¬ 
ing,  Logan  said,  is  the  constant  instill¬ 
ing  of  store  policy  and  the  relation  of 
employees  to  store  customers. 

Mrs.  Gwen  Staley,  credit  manager, 
Martin  Dry  Goods  Company,  Fort 


Worth,  also  maintained  that  "educa¬ 
tion  is  a  never  ending  process.”  She 
said,  “Our  credit  offices  can  do  more 
far-reaching  educational  work  than 
any  other  office  I  know.  .  .  .  We  edu¬ 
cate  our  customers  to  what  they  can 
expect  of  their  retailers.” 

Another  form  of  education  takes 
place  in  the  credit  office,  among  the 
personnel.  “In  a  small  store,”  she  said, 
“there  is  the  same  range  of  problems 
as  in  a  large  store,  but  there  are  fewer 
people  to  handle  them;  so  our  oppor¬ 
tunities  await  us.  We  have  only  to 
think  where  we’re  going,  and  what 
we’re  going  to  do.” 


Improving  Credit  Bureaus 


OPEED  in  checking  credit  ratings  is 
^  becoming  the  greatest  need  of 
credit  managers  as  more  and  more  cus¬ 
tomers  rely  on  credit  to  make  their 
purchases.  That  need  was  under¬ 
scored  in  the  panel  devoted  to  improv¬ 
ing  credit  bureau  service.  To  meet 
this  need  for  speed,  L.  R.  Hardage, 
credit  manager  of  the  Fedway  Stores, 
Amarillo,  Texas,  described  the  o{)er- 
ation  and  advantages  of  credit  bureau 
rating  books.  The  “Blue  Book,”  as  it 
is  called  in  .Vmarillo,  has  been  used 
for  two  years,  and  has  increased  sales. 
“Our  store,”  Hardage  related,  “has 
gained  more  by  the  creation  of  cus¬ 
tomer  good  will  through  our  being 
able  to  promptly  establish  charge  ac¬ 
counts  at  the  time  of  their  request.” 

The  book,  loaned  to  credit  bureau 
members  for  the  monthly  rate  of  $5, 
contains  about  50,000  names  and  brief 
information,  some  in  code,  about  each 
person.  It  took  six  months  to  compile 
the  original  list,  anil  revisions  are 
made  quarterly. 

At  least  90  per  cent  of  all  applica¬ 
tions  with  “Blue  Book”  ratings  can 
be  approved  or  rejected  immediately, 
Hardage  said  in  citing  the  major  ad¬ 
vantage  of  the  book.  “Out  of  everv 
100  applications,  there  will  be  70 
which  you  can  sell  and  have  no  collec¬ 
tion  problems;  20  will  be  OK,  but  will 
need  some  guidance;  the  remaining  10 


should  be  eliminated  for  various  rea¬ 
sons.”  Sometimes,  after  checking  the 
book,  the  down  payment  is  increased, 
or  the  terms  of  the  contract  shortened 
“thus  reducing  the  risk  involved  and 
saving  the  sale.” 

Other  advantages  for  stores  are: 
time  saved  in  asking  for  and  receiving 
information  from  the  credit  bureau; 
aiding  in  credit  sales  promotion  work; 
and  improving  public  relations  for  all 
stores.  “The  bureau  had  many  inquir¬ 
ies  from  customers  wanting  to  make 
certain  that  their  name  would  be  in¬ 
cluded  in  the  first  edition,  and  many 
inquiries  as  to  how  they  might  clear 
up  their  accounts  so  that  their  ratings 
would  appear  as  good,”  he  related. 

Credit  bureau  charges  “are  running 
22  j>er  cent  less”  than  they  were  before 
the  book  was  issued,  Hardage  report¬ 
ed.  .\s  the  list  of  names  in  the  book 
increases,  with  the  addition  of  credit 
applicants  from  areas  around  the  city, 
the  credit  bureau  charges  “should  de¬ 
crease  still  further.” 

Improving  Bureau  Service.  Credit 
sales  managers  can  receive  “untold 
support”  from  “sales-minded”  credit 
bureaus,  declared  Ray  H.  Bulte,  credit 
manager,  Stix,  Baer  &  Fuller,  St.  Louis. 
Lists  of  newcomers  to  a  town  can  be 
compiled  by  the  bureaus,  he  suggested, 
and  sold  to  cooperating  stores.  He 


cited  the  telephone  solicitation  pro- 
gra^X  of  the  Pittsburgh  bureau,  and 
^fte  newspaper  solicitation  plan  of  the 
Miami  bureau  as  examples  of  sales 
help  offered  to  stores. 

Bulte  also  asked  that  credit  bureaus 
issue  more  complete  information  to 
permit  credit  managers  to  make  intel¬ 
ligent  decisions  quickly.  He  said  the 
need  for  quick  service  from  bureaus 
was  prompted  by  customer  demand 
for  that  service.  Credit  applicants  who 
are  forced  to  wait  from  five  to  ten  days 
are  likely  to  go  elsewhere  to  make 
their  purchases,  he  noted. 

“Some  way  must  be  found  to  have 
a  complete  credit  background  with 
reasonably  current,  up-to-date  credit 
history  on  every  person  living  in  the 
community,”  Bulte  said.  Credit  bu¬ 
reaus  “must  arrange  to  forward  a 
credit  history  report  to  the  city  to 
which  a  credit  customer  moves.” 

Bulte  asked  credit  bureaus  to  in¬ 
form  credit  managers  of  “changes  in 
customer  paying  habits,  such  as  slow¬ 
ness,  load-up,  evidence  of  marital 
troubles.”  This  could  be  done  with 
th«.  cooperation  of  all  credit  managers, 
and  “it  will  save  the  other  store  un¬ 
told  amounts,”  he  said. 

Bottlenecks  in  inter-credit  bureau 
reporting  are  being  uncorked  through 
constant  improvement  in  procedures, 
and  methods  of  communication,  re¬ 
ported  Walter  A.  Graff,  general  man¬ 
ager  of  the  Lansing,  Mich.,  Credit  Ex¬ 
change.  Speaking  for  the  Associated 
Credit  Bureaus  of  America,  Graff  said 
the  association  has  been  trying  to  cor¬ 
rect  “slow  inter-bureau  time  service.” 

Revisions  of  inter-bureau  reporting 
rules  have  recently  been  made  to  help 
speed  up  the  service,  Graff  said.  He 
urged  greater  use  of  the  “tracer  card” 
system  so  that  complaints  can  be 
tracked  down  quickly. 

W’allis  G.  Hocker,  credit  manager, 
Chas.  A.  Stevens  &  Co.,  Chicago,  was 
chairman  of  the  panel.  Other  partici¬ 
pants  were;  Bernard  J.  Duffy,  mana¬ 
ger,  St.  Paul  Credit  Bureau;  George  P. 
Johns,  manager,  Decatur  Credit  Bu¬ 
reau;  B.  C.  Gilbert,  credit  manager, 
L.  S.  Good  &  Co.,  Wheeling;  Ralph 
Kearns,  manager,  Wichita  Credit  Bu¬ 
reau;  and  Francis  J.  Lukes,  credit 
manager,  Ed  Schuster  &  Co.,  Milwau¬ 
kee. 

(Continued  on  page  46) 
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REVOLVING  CREDIT  PLANS 

From  15  to  25  per  cent  of  department  store  credit  business  is  now  being  handled  on 
this  basis.  It  is  the  most  rapidly  growing  form  of  credit,  and  an  up-to-date  CMD 
survey  indicates  that,  rightly  used,  it  is  the  credit  man's  most  powerful  promotional 

.1 

tool  and  can  produce  very  profitable,  long-term  accounts.  ] 

By  A.  L.  Trotta 

Manager,  Credit  Management  Division,  NRDGA 


The  consistency  in  the  growth  and 
interest  in  revolving  credit  during 
the  past  ten  years  has  been  little  short 
of  phenomenal.  This  growth  raises  an 
interesting  and  profound  question: 
“.\re  we  not  approaching  the  time 
when  we  will  have  but  one  standard 
account— revolving  credit— with  a  pro¬ 
viso  of  no  service  charge  on  purchases 
paid  for  within  30  days?” 

In  the  middle  thirties  retailers,  anx¬ 
ious  to  stimulate  the  sale  of  soft  goods 
in  the  face  of  limited  buying  power, 
offered  preferred  charge  account  cus¬ 
tomers  the  privilege  of  30-60-90  day 
terms.  Enthusiastic  response  and  fav¬ 
orable  experience  soon  made  this  a 
standard  procedure.  Then  came  a 
plan  for  average  customers— coupon 
accounts— the  first  formalized  plan  for 
the  sale  of  soft  goods  on  instalments. 
It  provided  account  control  and  at  the 
same  time  retained  the  protection  of 
the  conditional  sales  contract  which 
was  then  considered  important. 

It  s(Kin  became  apparent,  however, 
that  with  the  sound  extension  of  cred¬ 
it,  retention  of  title  on  soft  gcxxls  was 
unnecessary  and  meaningless.  At  the 
same  time  many  disadvantages  of  the 
coupon  accounts  became  apparent. 
First  was  the  high  operating  costs  and 
greater  account  mortality  because  of 
the  need  to  continuously  replenish  the 
supply  of  coupons.  These  accounts 
were  also  inflexible  because  regular 
monthly  payments  were  expected 
whether  or  not  current  purchases  were 
made.  But  most  important  was  the 
unfavorable  psychological  reaction  of 
the  customer,  feeling  she  was  an  infer¬ 


ior  credit  risk,  particularly  when  she 
was  shopping  with  a  friend  who  had 
a  charge  account. 

Promotional  Tool.  Most  of  these  dis¬ 
advantages  were  overcome  with  re¬ 
volving  credit.  If  properly  used,  this 
new  plan  will  prove  the  most  produc¬ 
tive  credit  sales  promotional  tool  yet 
devised  because  it  combines  the  con¬ 
veniences  of  a  continuous  charge  ac¬ 
count  with  the  privileges  of  instalment 
payment. 

Because  of  it,  middle  and  lower  in¬ 
come  groups  are  now  able  to  enjoy  the 
advantages  and  privileges  previously 
restricted  to  those  who  could  afford 
the  luxury  of  a  30-day  charge  account. 
Its  success  is  also  related  to  the  major 
readjustment  of  our  national  eco¬ 
nomic  structure  and  the  fact  that  the 
middle  income  group  now  makes  up 
the  major  segment  of  our  consumer 
public. 

Not  only  has  revolving  credit  great¬ 
ly  broadened  the  base  of  available 
credit  customers,  but  it  has  also  pro¬ 
vided  the  salesjjerson  with  an  addi¬ 
tional  selling  tool  because  every  cus¬ 
tomer  immediately  becomes  the  po 
tential  purchaser  of  a  complete  outfit, 
rather  than  individual  accessories. 

.\s  for  the  consistency  in  growth  of 
the  plan,  we  need  only  refer  to  CMD’s 
.\nnual  Operating  Cost  Study  and 
note  the  continued  increase  in  the 
number  of  stores  offering  the  plan. 
This  has  been  primarily  true  with 
stores  with  large  credit  sales  volume. 

.\t  the  start  of  1955,  65  per  cent  of 
the  reporting  stores  with  annual  credit 


sales  of  over  $20  million  offered  re¬ 
volving  credit.  In  1950  only  42  per 
cent  offered  the  plan.  It  really  wasn’t 
until  the  past  two  or  three  years  that 
stores  with  less  than  .$5  million  credit 
sales  became  actively  interested  in  the 
plan. 

The  greatest  recent  increase  in  in¬ 
stallations  was  during  the  195.3-1954 
period  among  the  $2-5  million  credit 
sales  volume  stores.  In  1952,  24  per 
cent  of  the  stores  in  this  group  report¬ 
ed  they  offered  the  plan;  in  1953,  26 
per  cent,  but  in  1954,  the  figure 
jumped  to  44  per  cent.  Another  clue 
to  the  future  of  revolving  creilit  may 
be  found  in  the  consistently  increas¬ 
ing  percentage  of  revolving  credit  to 
total  credit  sales. 

In  a  large  Eastern  department  store, 
which  was  among  the  pioneers  offer¬ 
ing  the  plan  since  1939,  revolving 
credit  now  represents  35  per  cent  of 
the  store’s  total  credit  sales.  National 
averages  gleaned  from  this  year’s  study 
covering  all  credit  volume  groups 
range  from  15  to  26  per  cent  of  total 
credit  sales. 

Questions  Involved.  If  you  offer  or 
contemplate  offering  the  plan,  the 
problems  and  questions  you  want  an¬ 
swered  are: 

1.  How’  profitable  are  these  accounts? 

2.  What  are  the  most  efficient  operat¬ 
ing  procedures? 

3.  How  do  operating  costs  compare 
with  those  for  other  accounts  and 
at  other  stores? 

4.  How  much  of  revolving  credit 

(continued  on  next  page) 
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rate  on  larger  receivables  outstanding.  year's  CMD  operating  cost  study: 


business  is  plus  business? 

Before  you  can  answer  these  ques¬ 
tions,  you  will  have  to  find  the  answers 
to  other  questions,  such  as: 

1.  How  much  does  it  cost  to  open 
and  maintain  a  revolving  credit 
account? 

2.  What  are  the  average  yearly  pur¬ 
chases  per  account? 

3.  How  active  are  these  accounts? 

4.  What  do  bad  debt  losses  amount 
to? 

5.  How  important  is  service  charge 
income  to  the  maintenance  of 
these  accounts? 

6.  How  do  these  factors  and  costs 
compare  with  those  for  monthly 
accounts? 

To  help  you  answer  these  questions 
and  evaluate  your  present  procedures, 
let’s  see  what  our  recent  comprehen¬ 
sive  study  reveals  on  the  subject.  By 
allocating  costs  by  type  of  account,  we 
found  that  costs  for  operating  month¬ 
ly  charge  accounts  were  1.6  per  cent 
of  net  charge  account  sales.  This  com¬ 
pares  with  a  cost  of  3.07  per  cent  on  re¬ 
volving  credit  sales.  Moreover,  month¬ 
ly  charge  sales  for  the  reporting  group 
represented  64  per  cent  of  total  credit 
extended,  whereas  revolving  credit 
represented  only  23  per  cent  of  total 
credit  sales.  In  other  words,  it  cost 
substantially  more  to  do  less  business. 

However,  these  figures  do  not  take 
into  consideration  income  from  serv¬ 
ice  charges.  One  of  the  primary  rea¬ 
sons  for  these  higher  costs  is  the  larger 
percentage  of  bad  debts.  Losses  range 
between  three-quarters  of  one  per  cent 
and  one  per  cent  of  net  revolving  cred¬ 
it  sales  for  monthly  accounts,  .\verage 
losses  range  from  .08  per  cent  to  .14 
per  cent.  Other  important  factors  are 
the  need  for  closer  collection  followup 
and  the  resulting  increase  in  payroll 
and  non-payroll  cost,  such  as  station¬ 
ery  and  supplies,  postage,  legal  and 
collection  fees,  and  other  sundry  items. 

As  noted  previously,  revolving  cred¬ 
it  has  broadened  the  base  of  potential 
credit  customers,  many  of  whom  have 
never  previously  enjoyed  charge  ac¬ 
count  facilities.  This  means  higher 
credit  information  costs  and  incident¬ 
ally  a  greater  rate  of  account  declina¬ 
tions.  This  figure  runs  about  71^4  per 
cent  of  total  revolving  credit  applica¬ 
tions  received.  Also  to  be  taken  into 
consideration  is  the  imputed  interest 


Charge  for  Services.  To  offset  these 
higher  costs  most  stores  add  a  service 
charge  of  one  per  cent  per  month 
to  brought  forward  balances.  This 
amount  is  usually  automatically  com¬ 
puted  by  the  biller  and  entered  as  the 
first  item  on  the  statement.  It  is  note¬ 
worthy  that  this  charge  is  not  only 
necessary  to  cover  the  higher  costs,  but 
serves  as  a  price  differential  for  ex¬ 
tended  payment  privileges.  These 
charges  are  readily  accepted  by  cus¬ 
tomers  because  of  the  atlded  conveni¬ 
ence. 

Seventy-five  per  cent  of  the  stores 
which  replied  to  our  recent  survey 
restrict  accounts  to  a  maximum  ma¬ 
turity  of  six  months.  However,  there 
are  definite  signs  on  the  horizon  to 
indicate  that  there  may  be  a  trend 
toward  an  extension  of  these  terms. 

On  this  point  there  are  two  schools 
of  thought.  Some  feel  that  with  rigid 
account  limits  and  maximum  maturi¬ 
ties  sales  are  frustrated,  negating  the 
sales  value  of  the  account.  Usuallv 
this  results  from  establishing  credit 
limits  which  are  not  in  keejjing  with 
customers’  needs  and/or  maximum 
capacity.  To  offset  this,  terms  are 
lengthened  and/or  rigid  limits  de- 
entphasized  in  the  ho|>es  of  increasing 
sales. 

On  the  other  haiul  there  are  those 
who  are  convinced  because  of  their 
experience  that  a  maximum  of  six 
months  with  proper  collection  follow¬ 
up  ultimately  will  result  in  more  sales 
per  account  because  it  keeps  customers 
open  to  buy. 

Our  study  also  shows  that  most 
stores  prefer  to  interfile  revolving  and 
charge  accounts.  The  atlvantage  is 
that  there  is  but  one  place  to  look  for 
the  account  when  authorizing  and 
stuffing  saleschecks.  It  also  eliminates 
control  transfers  under  cycle  billing. 
It  is  felt  that  the  time  and  money 
saved  more  than  compensates  for  the 
fact  that  detailed  statistical  informa¬ 
tion  is  sacrificed  or  is  more  difficult 
to  obtain. 

Comparative  Figures.  Of  particular 
interest  is  the  comparative  annual  dol¬ 
lar  value  and  activity  for  revolving 
credit  and  charge  accounts,  obtained 
from  a  preliminary  report  of  this 


Cr.  Sales 
Millions  $ 

Average  Annual 
$  Value  per  A,  e 
Rev.  Cr.  Charge 

A  c 
Rev. 

cicfivily 

CKfl. 

Over  20 

$152 

$180 

79% 

70% 

10-20 

129 

163 

78% 

71% 

5-10 

130 

150 

— 

_ 

2-5 

130 

147 

— 

— - 

1-2 

131 

130 

— 

_ 

It  is  noteworthy  that  the  lower  the 
economic  group  to  which  you  direct 
your  promotional  appeal,  the  greater 
the  need  for  account  control.  The 
control  of  revolving  credit  or  the  lack 
of  it,  can  mean  the  difference  between 
success  or  failure.  Unfortunately, 
there  is  no  simple  solution  to  the  prob¬ 
lem,  but  here  is  what  stores  are  doing 
to  correct  the  situation. 

1.  Floor  release  limits  are  lower  for 
revolving  credit  accounts— usually 
$5  on  “takens”  without  identifica¬ 
tion;  SIO  with  identification.  The 
$10  limit  also  applies  to  send 
transactions. 

2.  Distinctive  customer  identification 
is  issued,  either  in  the  form  of  a 
different  color  Charga-Plate,  (Cred¬ 
it  Plate  or  identification  card. 

3.  A  few  stores  note  in  pencil  on  the 
ledger  card  the  amounts  author¬ 
ized  daily.  Other  stores  insert  au¬ 
thorization  slips  on  w'hich  amounts 
are  noted. 

4.  .Vuthorizers  are  instructed  to 
promptly  report  unusually  large 
or  numerous  purchases  for  immed¬ 
iate  action. 

5.  Collection  cards  or  flash  notices 
are  inserted  for  all  accounts  exceed¬ 
ing  a  stipulated  limit  for  review 
and  prompt  collection  action. 

In  spite  of  these  problems,  the 
bright  side  of  the  picture  and  the 
proof  of  the  pudding  is  in  the  fac  t  that 
revolving  credit  has  been  proved  a 
sales  producer.  .\11  studies  made  by 
CMD  reflect  an  overwhelming  enthus¬ 
iasm  and  satisfaction  with  this  type 
of  account. 

Estimating  Costs.  If  you  are  among 
those  who  do  not  offer  the  plan,  give 
it  serious  but  careful  consideration. 
With  the  data  available,  project  the 
estimated  costs  and  anticipated  results 
for  your  own  store.  You  can  make  a 
good  start  by  estimating  your  costs  per 
{continued  on  page  51) 
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The  exclusive  bent  pin  makes  Monarch 
Pin-On  Tickets  tamperproof.  All  Monarch 
Pin-On  Tickets  are  safely  anchored  by 
the  bent  pin.  Tickets  from  merchandise 
price-marked  with  medium  or  low  price 
cannot  be  switched  to  higher  priced  mer¬ 
chandise. 

Monarch  Pin-On  price-marking  and 
attaching  machines  do  their  work  in  one 
single,  swift,  automatic  operation.  Mer¬ 
chandise  need  not  be  entirely  removed 
from  the  box.  Monarch  Pin-On  machines 
do  clean,  legible,  mechanical  price-mark¬ 
ing,  attaching  the  tickets  to  the  merchan¬ 
dise  with  mass  production  speed. 

For  illustrated  folders,  sample  Pin-On 
Tickets,  drop  us  a  line  today.  Find  out, 
without  obligation,  what  the  bent  pin  can 
do  for  your  store. 


MARKING  SYSTEM  COMPANY 


216  South  Torrence  Street,  Dayton  3,  Ohio 


Toronto,  Canada 


Los  Angeles,  Col. 


Rebuilding  thm  Downtown  Centers  {continued  from  page  17) 


major  downtown  stores.  Another 
method,  more  indirect,  is  to  discour¬ 
age  private  driving  by  limiting  turn¬ 
offs  on  the  main  streets,  prohibiting 
parking,  and  timing  signals  to  favor 
the  public  transit  vehicles.  The  most 
radical  suggestion  was  to  charge  a  fee 
for  driving  private  vehicles  into  the 
downtown  district,  and  use  the  rev¬ 
enues  to  improve  the  public  transit 
system. 

Parking  Facilities.  Perimeter  parking 
tied  up  with  speedy  public  transit  was 
regarded  by  all  the  conferees  as  an 
ideal  method  of  minimizing  down¬ 
town  street  congestion.  Beyond  that, 
opinions  about  parking  and  how  it 
should  be  handled  varied  as  widely  as 
the  needs  of  different  cities,  and  the 
interests  of  different  groups.  The  ma¬ 
jor  point  of  difference  was  on  how 
much  should  be  attempted  to  meet  the 
demand  for  parking  facilities  in  the 
downtown  area  itself. 

Clarence  Turley  said:  “We  are  com¬ 
ing  to  the  time  when  office  building 
owners,  and  to  a  large  extent,  depart¬ 
ment  store  owners,  must  provide  off- 
street  parking  as  a  part  of  the  build¬ 
ing  service,  just  as  they  provide  air 
conditioning,  janitor  service  and  ele¬ 
vator  facilities.” 

But  William  H.  Doughty  and  New¬ 
ton  C.  Farr  thought  that  Chicago’s 
municipal  parking  facilities  in  and  on 
the  fringe  of  the  Loop  area  have  solved 
the  parking  problem  there  for  some 
time  to  come:  that  added  downtown 
parking  space  would  merely  increase 
traffic  problems  in  the  area.  (Chicago 
has  a  huge  new  underground  garage.) 

The  biggest  improvement  that  has 
been  effected  in  most  downtown  areas 
in  recent  years  has  been  the  addition 
of  off-street  parking  facilities.  But 
an  attempt  to  fill  the  unlimited  de¬ 
mand  for  such  space  would  actually 
defeat  the  twin  purposes  of  making 
downtown  attractive  and  accessible. 
Walter  McCarter  said  the  most  impor¬ 
tant  step  is  to  enforce  the  regulations 
against  street  parking,  so  that  present 
off-street  facilities  will  be  fully  used. 
“It  won’t,”  he  said,  “bring  any  new 
cars  downtown  but  it  will  take  more 
cars  off  the  street  and  put  them  in 
garages.” 
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PLANNED  BUILDING  PROGRAM 

Most  of  the  “downtown  plans” 
that  are  being  discussed  today  are 
limited  in  that  they  consider  only  part 
of  the  problem:  how  to  make  down¬ 
town  more  accessible.  The  St.  Louis 
conferees,  however,  talked  most  about 
how  to  give  downtown  more  pulling 
jxtwer;  how  to  replace  its  rundown 
and  “deplorable”  areas  with  architec¬ 
tural  beauty,  planned  order,  ease  of 
movement  for  pedestrians  as  well  as 
for  vehicles.  They  said  that  the  cen¬ 
tral  city  can  and  should  be  replanned 
as  a  coordinated  development. 

They  believed  that  this  should  be 
done  by  private  enterprise  to  the 
limits  of  what  private  enterprise  can 
accomplish;  but  they  agreed  that  the 
development  must  be  coordinated  by 
a  citizens’  committee  and  that  the 
citizens’  committee  will,  in  most  cases, 
have  to  be,  or  be  supported  by,  a  plan¬ 
ning  commission  with  legislated  au¬ 
thority.  For  downtown  rebuilding, 
the  right  of  eminent  domain  must  be 
available.  As  to  financing  the  write¬ 
downs  on  property  and  the  develop¬ 
ment  costs,  the  methods  discussed  in¬ 
cluded  public  bond  issues;  private 
pools  of  risk  capital;  and  the  use  of 
subsidies  available  under  federal  and 
state  legislation. 

Sidney  Baer  said:  “The  important 
thing  is  to  develop  an  organization  to 
accelerate  the  making  and  realizing 
of  plans.  You  have  to  develop  a 
strong,  tight,  small  leadership  of  citi¬ 
zens  who  not  only  have  influence  but 
who  control  enough  money  to  get 
things  done  (like  the  Mellon-spon¬ 
sored  Allegheny  Conference  in  Pitts¬ 
burgh;  Civic  Progress,  Inc.,  in  St. 
Louis;  the  Greater  Milwaukee  and 
Greater  Philadelphia  Committees.) 
You  must  also  make  the  whole  citi¬ 
zenry  understand  that  unless  you  have 
a  virile  downtown  district  the  whole 
city  will  go  bad.  For  highways,  off- 
street  parking,  playgrounds  and  parks 
and  every  other  kind  of  capital  im¬ 
provement,  you  have  to  sell  the  citi¬ 
zens  the  justification  of  a  bond  issue, 
because  you  can’t  get  these  things  out 
of  current  revenue.” 

Voluntary  Coordination.  To  what  de¬ 


gree  can  downtown  property  ownen 
themselves  plan  and  finance  the  re¬ 
development  of  the  area?  The  most 
radical  idea  came  from  an  architect, 
Oskar  Stonorov  of  Philadelphia,  who 
proposed  that  the  downtown  interests 
should  voluntarily  subordinate  their 
real  estate  to  a  general  corporation. 
The  corporation  would  re-lease  the 
properties  to  the  individual  owners  at 
a  nominal  consideration,  but  under  a 
covenant  covering  the  development 
and  occupancy  of  the  whole  area.  The 
combined  value  of  the  real  estate  held 
by  “Downtown,  Inc.”  would,  said 
Stonorov,  give  it  borrowing  power 
sufficient  to  finance  the  most  ambi¬ 
tious  re-development. 

The  conferees  found  many  draw¬ 
backs  to  this  scheme,  although  they 
agreed  that  it  offered  the  desirable 
elements  of  private  financing  and  of 
the  single-authority  planning  which 
has  simplified  the  development  of  the 
large  suburban  centers.  They  suggest¬ 
ed  as  a  more  practical  approach  that 
a  fund  of  private  risk  capital  be  cre¬ 
ated  among  the  downtown  owners, 
and  they  said  that  the  existence  of  a 
sound  re-development  plan,  backed  by 
municipal  authority,  would  bring  out 
this  capital. 

Pooling  Separate  Plans.  No  city,  of 
course,  has  put  an  embargo  on  build¬ 
ing  while  it  waits  for  the  development 
of  a  perfect  plan.  Building  is  going 
on,  and  steps  should  be  taken  to  make 
sure  that  it  does  not  further  compli¬ 
cate  downtown’s  problems.  In  Port¬ 
land,  Oregon,  reported  John  Merrill, 
an  effort  is  being  made  to  coordinate 
the  new  construction  already  planned, 
both  private  and  public. 

“We  made  a  preliminary  study 
there,”  he  said,  “for  business  men  who 
are  interested  in  a  $30  million  bond 
issue  for  various  municipal  facilities, 
including  a  new  bridge  and  an  exhi¬ 
bition  hall.  At  the  same  time  there 
was  some  private  building  proposed: 
a  new  hotel  and  a  central  bus  ter¬ 
minal.  All  of  these  were  originally 
planned  in  scattered  locations  where 
the  expenditure  of  the  money  would 
freeze  the  pattern  in  that  location.  A 
move  is  now  being  made  by  a  civic 
committee  to  put  that  whole  lump  of 
construction,  which  is  perhaps  $50 
(continued  on  page  48) 
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SHOPPERS  WHO  DON’T  COME  DOWNTOWN  DON’T  BUY  DOWNTOWN 


Retailers  in  many  cities  and  towns  are  losing  business  because  fewer  shoppers  are 
coming  downtown,  where  their  stores  are  Icxated.  Snarled  traffic  and  hide-and-seek 
parking  discourage  use  of  the  family  car.  Slow  service,  high  fares  and  a  strap  to 
hang  from  are  the  best  alternatives  that  many  public  transit  systems  can  provide. 
But  worst  of  all,  the  trip  downtown  too  often  ends  in  a  dingy,  down-at-the-heel 
district  that  offers  little  of  the  spaciousness  and  carnival  atmosphere  that  attract 
customers  to  suburban  branches  and  shopping  centers. 

To  its  credit,  the  NRlKiA  took  the  initiative  in  combating  this  problem. 
Enlisting  ARCHITECTURAL  FORUM  as  cosponsor,  it  called  a  meeting  of  rep¬ 
resentatives  of  every  downtown  activity  and  interest— merchandising,  real  estate, 
banking,  office  management,  entertainment,  transportation,  parking,  government, 
building,  planning,  public  education,  architecture.  The  result  was  a  fruitful  round 
table  discussion  whose  findings  and  recommendations  are  fully  reported  in  the  June 
issue  of  ARCHITECTURAL  FORUM.  This  report  repays  study  by  every  retailer 
who  needs  to  know  (or  may  need  to  know)  ‘‘How  to  Rebuild  Cities  Downtown.” 

ARCHITECTURAL  FORUM  maintains  a  tradition  of  leadership  in  the  field 
of  urban  renewal  by  publishing  this  report.  And  since  city  rebuilding  activity  is 
picking  up  momentum,  it  plans  to  publish  a  detailed  case  study  of  the  urban  redevel¬ 
opment  project  in  almost  every  issue.  Philadelphia’s  Penn  Center  development  will 
be  featured  in  July. 


...and  SHOPPERS  WHO  DON’T  COME  TO  YOU  DON’T  BUY  FROM  YOU 


Wherever  your  store  is  located,  it  must  compete  individually  in  attractiveness,  con¬ 
venience  and  efficiency  with  other  stores  in  its  vicinity.  And  its  competitive  status  is 
determined,  in  large  part,  by  architectural  factors.  .ARCHITECTURAL  FORUM’s 
coverage  of  commercial,  industrial  and  institutional  buildings  includes  many  retail 
stores  .  .  .  from  small  variety  stores  and  specialty  shops  to  large  department  stores 
and  shopping  centers.  It  covers  planning,  financing,  design,  engineering,  construc¬ 
tion,  materials,  furnishings,  interior  decoration,  modernization,  costs.  All  studies 
vividly  illustrated  by  superb  photography,  much  of  it  in  color. 

Every  retailer  faces  an  actual  or  potential  problem  in  the  condition  of  his  store 
itself  or  in  the  conditions  of  its  environs.  For  helpful  ideas  and  information  in  both 
areas,  read  .  .  . 

architectural 


the  magazine  of  building 
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Th0  Tax  on  Instaimont  Salos  Ineomm  {Continued  from  page  19) 


then  goes  into  the  store  and  buys  a 
sweater  for  $10  and  a  pair  of  shoes  for 
$20.  Under  the  revolving  credit  agree¬ 
ment,  the  customer  pays  $20  following 
the  month  of  purchase  and  $10  the 
next  succeeding  month. 

Based  on  these  facts,  is  the  store  sell¬ 
ing  to  the  customer  “on  the  instalment 
plan”?  The  practical  result  is  essential¬ 
ly  the  same  as  if  each  purchase  had 
been  made  under  an  individual  instal¬ 
ment  contract,  even  though  the  princi¬ 
ple  involved  is  somewhat  obscured  by 
the  fact  that  a  separate  credit  contract 
sets  the  terms  for  payment  of  one  or 
a  hundred  different  purchases.  In  the 
example  given  here  the  customer  was 
entitled  to  satisfy  his  liability  in  at 
least  two  payments  and  under  the  rul¬ 
ing  previously  cited  this  would  qualify 
as  an  instalment  sale.  The  Internal 
Revenue  Service  has  never  issued  a 
ruling  regarding  the  eligibility  of  re¬ 
volving  credit  type  plans  umler  the 
instalment  method  of  reporting  in¬ 
come.  There  are  indications,  however, 
that  it  may  come  to  grips  with  the 
problem  when  the  regulations  are  re¬ 
vised  in  connection  with  the  new  rev¬ 
enue  code.  If  it  does  not.  corrective 
legislation  may  be  necessary  to  qualify 
this  increasingly  important  method  of 
selling  under  the  deferred  income  sys¬ 
tem  of  taxation. 

Problem  Two:  Figuring  the  Income. 

Let  us  assume  that  a  deferred  payment 
plan  is  eligible  for  the  instalment 
method  of  reporting  income.  The  re¬ 
tailer  now'  faces  the  second  problem  in 
instalment  reporting  of  income.  He 
must  prove  to  the  satisfaction  of  the 
taxing  authorities  that  the  cost  and 
gross  profit  of  items  sold  on  the  in¬ 
stalment  plan  have  been  correctly  de¬ 
termined.  This  w'ill  not  be  an  easy 
task.  To  begin  with,  the  Commission¬ 
er  insists  that  cash  and  charge  sales  be 
segregated  from  instalment  sales  in 
ascertaining  gross  margin  percentages. 
But  that’s  not  all.  If  several  items  of 
merchandise  are  sold  in  instalments 
(which  would  be  the  usual  situation^ 
and  average  percentages  of  profit 
differ,  the  average  gross  margin  of  each 
item  must  be  computed  separately. 

Moreover,  the  government  rulings 
hold  that  the  retailers’  books  must  be 


kept  in  such  a  manner  and  the  gross 
profit  computations  supported  by  a 
sufficiently  detailed  analysis  that  the 
Revenue  Service  may  verify  the  profit 
figures  “readily.’’  If  the  retailer  is  to 
conform  exactly  with  the  burden  of 
proof  thus  placed  u|K)n  him,  then  only 
the  store  maintaining  the  most  elabo¬ 
rate  accounting  records  would  be  able 
to  conq>ly. 

One  retailer  who  coulil  not  meet 
this  cost  accounting  burden  applied 
an  over-a  II  g.  OSS  profit  figure  to  his 
instalment  sales  in  arriving  at  the 
amount  of  profits  to  be  deferretl.  The 
government  rejected  this  logical  short¬ 
cut  approach  to  the  matter,  l^pon 
petition  to  the  courts,  the  judge  found 
for  the  taxpayer  in  the  lollowing 
language: 

“This  [store]— and  we  have  good 
reasons  to  believe  that  the  same  situa¬ 
tion  exists  in  a  vast  majority  of  like 
cases— can  m)t,  from  its  books  of  ac¬ 
count,  acc  urately  determine  the  cost  of 
goods  sold  for  cash  separate  from  the 
cost  of  goods  sold  on  the  instalment 
plan.  The  cost  of  all  goods  sold  was 
lumped  in  one  account.  [The  store]  is 
in  no  position  to  make  an  accurate  de¬ 
termination  of  the  gross  profits  from 
instalment  payments  to  be  returned  as 
income  is  not  susceptible  of  accurate 
ascertaiument. 

“This  deficiency  in  accounting  rec¬ 
ords  undoubtedly  exists  in  a  large 
majority  of  instalment  businesses, 
rendering  it  inq>racticable  when  they 
follow  the  instalment  sales  method  for 
them  to  make  a  meticulously  exact  re¬ 
turn  ot  income.  This  is  probably  the 
case  with  all  instalment  businesses  ex¬ 
cept  those  buying  at  manufacturer’s 
list  prices  less  trade  discounts  and 
selling  at  such  list  prices,  or  those  mak¬ 
ing  all  sales  at  uniform  percentages 
of  profit,  and  they  must  be  rare  in¬ 
deed.  . . . 

“It  was  the  intent  of  Congress  in 
permitting  the  instalment  sales  meth¬ 
od  of  returning  income  to  authorize 
the  use  of  a  method  which  would  as 
nearly  as  practicable  clearly  reflect  in¬ 
come,  and  if  a  workable  and  reason¬ 
able  rule  for  ccnn|niting  income  bv  the 
use  of  the  instalment  sales  method  can 
be  found  under  which  taxpayers  em¬ 
ploying  this  method  will  ultiinatelv 


return  all  of  the  profits  from  instal¬ 
ment  sales— nothing  more  or  nothing 
less— we  believe  such  a  rule  should  l)e 
followed  generally,  with  such  varia¬ 
tions  from  time  to  time  as  may  seem 
necessary  in  order  to  fulfill  the  under¬ 
lying  congressional  intent.  .  .  ” 

Unfortunately,  the  practical  ap 
proach  of  the  ccnirt  in  the  cpioted  case 
has  not  been  a((|uiesced  in  by  the 
government  and  it  continues  to  adhere 
to  the  strict  rules  for  verifying  costs  as 
outlined  previously.  .\  major  over¬ 
haul  of  these  manifestly  unreasonable 
rulings  is  clearly  called  for  at  an  early 
date,  partic  ularly  as  instalment  selling 
is  increasing  in  volume  and  tends  to 
make  the  detailed  accounting  costs 
more  difficult. 

Problem  3:  Discounted  Receivables. 

The  retailer  may  have  been  able  to 
satisfy  the  government  that  his  method 
of  instalinent  selling  satisfies  the  statute 
and  can  also  produce  detailed  records 
showing  the  cost  applicable  to  each 
line  scdd.  So  far  so  good.  But  siq)pose 
a  store  finds  that  it  has  negotiated  a 
considerable  number  of  sales  on  ex¬ 
tended  terms  and  as  a  result  lacks  suffi¬ 
cient  lunds  to  finanace  additional  in¬ 
ventories  and  promote  new  instalment 
accounts.  It  may  then  l)e  considered 
necessary  to  finance  the  instalment 
accounts  thtough  an  industrial  bank 
or  finance  company  as  a  means  of  pro¬ 
viding  ready  cash.  The  third  prol)lem 
thus  presents  itself  in  the  form  of  sec¬ 
tion  45.H  (cl)  of  the  Code. 

That  section  provides,  in  effect,  that 
if  a  taxpayer  “disposes”  of  an  instal¬ 
ment  obligation,  the  profit  thereon 
may  no  longer  be  deferred  but  is  taxed 
currently,  .\ccorclingiy,  if  a  store 
finances  its  instalment  sales  by  dis¬ 
counting  the  receivables,  with  or  with¬ 
out  recourse,  it  is  considered  to  have 
“disposed”  cjf  them  and  must  account 
for  the  entire  profit  at  the  time  cd 
discounting  or  “sale.”  To  the  extent, 
therefore,  that  a  retailer  finances  in¬ 
stalment  receivables  by  discounting, 
he  no  longer  is  premitted  to  use  the 
instalment  method  of  reporting  in¬ 
come. 

The  principle  involved  in  -l.o.-Ud) 
should  be  clearly  understood,  (on- 
gress  found  that  after  the  instalment 
method  ot  reporting  income  was  writ¬ 
ten  into  the  statute,  some  taxpavers 
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could  escape  taxation  on  instalment 
sales  in  certain  instances  where  the 
receivables  were  transferred  by  gift  or 
at  death  It  was  also  envisaged  that 
this  tvpe  of  disjrosition  would  ordi¬ 
narily  occur  in  casual  or  non-recurring 
types  of  instalment  sales  in  which  the 
taxpayer  was  seeking  to  “close  out” 
the  transaction  and  reduce  his  remain¬ 
ing  prolit  to  cash.  Under  these  cir¬ 
cumstances,  it  was  felt  that  the  tax  on 
profits  should  be  paid  at  the  time  of 
disposition. 

But  a|)ply  the  theory  to  the  retailer. 
He  is  in  no  sense  disposing  of  the 
receivable  to  “realize”  or  accelerate  an 
economic  gain.  Rather  it  is  done  to 
obtain  funds  for  use  in  financing  new 
instalment  sales.  In  other  words,  the 
retailer  does  not  “close  out”  an  isolat¬ 
ed  transaction  as  Congress  contem¬ 
plated,  but  is  simply  financing  a  con¬ 
tinuous  <yc  le  of  instalment  credit  sales. 

Concede  for  discussion  purposes 
that  discounting  receivables  is  a  “dis- 
|K)sition”  or  sale  from  a  legal  stand- 
[X)int,  in  that  the  store  transfers  title 
thereto.  Nevertheless,  from  a  practical 
standpoint  the  retailer  retains  most  of 
the  incidents  of  ownership  involved. 
The  customers  continue  to  regard  the 
store  as  the  owner  of  the  accounts  and 
the  latter  must  still  bear  the  burden, 
in  many  cases,  of  effecting  collections. 
If  receivables  look  shaky,  the  finance 
company  ceases  to  retain  “title”  and 
returns  them  to  the  store  in  exchange 
for  less  doubtful  ones.  If  an  account 
goes  bad  altogether,  the  retailer  takes 
the  rap  even  though  he  has  “sold” 
them  to  a  third  party. 

But  above  all,  regardless  of  the  fact 
that  he  has  “sold”  or  discounted  in¬ 
stalment  sales,  the  store’s  profits,  if 
any,  will  be  directly  tied  in  with  col¬ 
lections,  the  very  principle  that  Con¬ 
gress  recognizes  for  tax  purposes  in 
section  4.53  (e).  If  the  retailer  who 
discounts  receivables  must  at  the  same 
time  pay  a  tax  on  sales  before  they 
are  collected  and  profits,  if  any,  are 
realized,  then  he  is  in  a  serious  plight 
indeed.  He  can  justifiably  be  some¬ 
what  concerned  about  having  any¬ 
thing  left  over  after  the  finance  com¬ 
pany  and  Uncle  Sam  are  taken  care  of. 
Congress  might,  therefore,  address  it¬ 
self  to  the  problem  of  exempting  regu¬ 
lar  dealers  in  instalment  sales  from 
(Continued  on  page  44) 


1955’s 

BIGGEST  DISPLAY  EVENTS 


Fall  and  Christmas 
Market  Week 

JUNE  25-29,  1955  -  CONRAD  HILTON 
HOTEL,  CHICAGO 

A  Feature-Full  Event  No  Display 
Personnel  Can  Afford  to  MissI 

it  Educational  Clinic,  June  24 

★  Buffet  Reception,  June  24  (evening) 

★  Ladies  Entertainment,  June  27,  28,  29 
it  Suburban  Store  Tour,  June  30 

Make  Reservations  Now  .  .  .  Direct  or 
Through  NADI  .  .  .  Plan  To  Be  There! 

The  Special  Presentation  of  a  Combined 

NADI-NRDGA 

CLINIC 

JUNE  24,  1955 

GRAND  BALLROOM 
CONRAD  HILTON  HOTEL 
CHICAGO,  ILL. 

An  educational  clinic  by  the  nation's  leading  display 
authorities.  All  on  practical  subjects  to  help  you. 

DON'T  FORGET  THESE  IMPORTANT  DATES! 

NATIONAL  ASSOCIATION 
OF  DISPLAY  INDUSTRIES 

203  N.  WABASH  AVENUE 
CHICAGO  1,  ILLINOIS 


•ttlMM  AMMMIlM 
•f  NmAI  IMMIMI 


June,  1955 
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The  Tax  on  Instalment  Sales  Income  (Continued  from  page  43) 


HOW 

DO 

YOU 

KNOW 

-what  to  buy? 
-how  much  to  buy? 
-when  to  buy? 

Three  tremendous  questions  that 
make  for  either  profit  or  loss- 
answered  clearly  and  simply  by 
a  prominent  retailer. 

No  merchandising  person— be  it 
clerical,  head  of  stock,  assistant 
buyer  or  buyer— no  training  de¬ 
partment  head— can  really  know 
without  studying 

the  newly  revised 

DOLLAR  AND  UNIT 
MERCHANDISE 
PLANNING  AND 
BUDGHING 

*>y 

Jerald  S.  Meyer 
General  Manager 
STROUSS-HIRSHBERG  CO. 
Youngstown,  Ohio 

For  NRDGA  members,  $2.00 
Non-member  price,  $5.00 

Merchandising  Division 
National  Retail  Dry  Goods  Assn. 
100  W.  31st  St.,  New  York  1,  N.  Y. 

Please  send  me . copies  of 

"Dollar  and  Unit  Merchandise  Plan¬ 
ning  and  Budgeting." 

Check  attached -  Bill  me - 

Name  . 

Store  ....'. . 

Address  . 

City,  State . 

Add  3%  mUs  lax  if  cUlivered  in  N.Y.C. 


the  operation  of  section  453  (d). 

Problem  4:  Bad  Debt  Losses.  I'he 
fourth  problem  to  be  considered  in 
the  instalment  methotl  of  reporting  in¬ 
come  relates  to  accounting  for  bad 
debts.  The  law  permits  the  taxpayer 
to  deduct  specific  debts  which  have 
been  determined  to  be  worthless,  or  in 
the  discretion  of  the  C^onimissioner  he 
may  deduct  a  reasonable  addition  to 
a  reserve  for  bad  debts. 

There  is  considerable  doubt,  how¬ 
ever,  whether  a  reserve  can  be  set  up 
against  receivables  which  have  been 
discounted,  and  apparently  bad  debt 
deductions  can  be  had  only  upon  re¬ 
possession  or  at  such  time  as  the  spe¬ 
cific  debt  becomes  bad.  This  seems  to 
follow  as  a  corollary  of  the  legal  con¬ 
cept  that  discounting  is  the  equivalent 
of  a  sale  of  the  receivables  to  the 
finance  company.  The  store  no  longer 
occupies  the  status  of  a  treditor  but 
is  merely  a  guarantor  and.  as  such, 
would  not  be  entitled  to  set  up  a  bad 
debt  reserve.  To  deny  an  addition  to 
a  reserve  in  such  circumstances  means 
that  the  deduction  is  deferred  to  a 
future  year— at  which  time  there  may 
be  little  or  no  tax  benefit  to  be  de¬ 
rived. 

One  further  aspect  in  connection 
witli  reserv'es  for  bad  debts  incurred 
from  instalment  sales  may  be  noted. 
In  determining  the  allowable  reserve, 
it  is  the  cost  of  the  instalment  receiv¬ 
ables  and  not  the  face  value  which 
forms  the  basis  for  computation.  For 
example,  assume  a  sale  of  $500.  The 
item  cost  the  store  $300.  Vhe  customer 
becomes  insolvent  after  paying  $100 
and  the  merchandise  cannot  be  recov¬ 
ered.  S40  of  the  SI 00  has  been  report- 
etl  as  gross  profit  on  the  instalment 
basis.  The  bad  debt  loss  is  not  the 
uncollectible  instalments  of  $400  but 
the  unrecovered  cost  of  $240. 

Problem  5:  Double  Taxation.  It  may 

be  presumed  that  there  are  still  some 
retailers  who  have  been  reporting  in¬ 
come  on  the  straight  accrual  basis  who 
see  in  the  present  state  of  the  law  and 
regulations  some  prospect  of  tax  relief 
or  financial  benefit  to  be  derived  from 
reporting  income  under  the  instalment 
method.  If  they  do  so,  they  may  find 


themselves  up  against  problem  five  in 
the  instalment  methotl  of  reporting 
that  of  paying  a  tax  twice.  This  situa¬ 
tion  arises  becau.se  the  retailer  on  the 
instalment  basis  must  reflect  all  col¬ 
lections  in  income  regardless  of  the 
fact  that  collections  were  previously 
taxeil  on  the  old  basis  in  the  year  of 
sale.  It  is  true  that  the  new  revenue 
cotle  purports  to  eliminate  this  in¬ 
equity  in  case  of  a  switch  of  this  kind 
but  a  study  of  the  rather  complicated 
relief  formula  indicates  that  a  sub¬ 
stantial  element  of  double  taxation  in 
many  cases  may  still  result. 

Rules  Defeat  Congressional  Intent.  A 

summary  of  the  instalment  method  of 
reporting  income  for  tax  purposes  re¬ 
veals  a  patent  frustration  of  the  clearly 
expressed  policy  of  Congress,  set  out  in 
section  453  (a),  of  permitting  the  re¬ 
tailer  to  pay  taxes  out  of  the  instal 
ment  sales  collections  instead  of  ad 
vancing  them  out  of  the  store’s  own 
capital.  Some  of  the  reasons  are; 

1.  The  uncertainty  as  to  whether 
certain  types  of  tleferred  payment 
plans  qualify  as  instalment  plans  for 
tax  purposes. 

2.  Stringent  government  rules  and 
regulations  requiring  stores  to  main¬ 
tain  elaborate  accounting  records  to 
substantiate  gross  profit  on  each  item 
sold  on  the  instalment  basis.  Failure 
to  comply  may  result  in  the  govern¬ 
ment’s  disallowance  of  the  use  of  the 
instalment  method. 

3.  If  the  retailer  finances  his  instal¬ 
ment  sales  by  discounting  instalment 
receivables  with  a  finance  company, 
the  income  from  such  receivables  is 
taxed  currently  and  not  on  the  instal¬ 
ment  basis. 

4.  A  deduction  for  an  addition  to 
a  reserve  for  bad  debts  in  the  case 
of  instalment  receivables  discounted 
would  apparently  not  be  allowed.  In 
any  case,  the  reserve  for  bad  debts  is 
limited  to  the  unrecovered  cost  and 
not  the  face  value  of  the  receivables. 

5.  A  retailer  switching  from  the 
straight  accrual  basis  to  the  instalment 
method  may  be  subjecting  a  portion 
of  income  to  double-taxation. 

Recommendations  for  changes  in 
the  law  and  regulations  are  sunwnar- 
ized  on  page  18. 


44 


STORES 


Forecast:  A  Revival  of  Fur  Business 

By  William  Gintel 

Vice  Chairman,  Retail  Fur  Council,  NRDGA 
and  Vice  President,  A.  &  J.  Engel,  New  York 


LASI  year  the  iur  business  made  a 
small  start  toward  regaining  its 
sales  volume  ami  prestige.  This  year, 
the  outlcK)k  is  good  for  a  full-scale, 
dramatic  revival  of  the  business,  if 
retailers  take  full  advantage  of  several 
promising  new  developments. 

The  first  is  the  “proportioned  petite” 
lines  which,  after  14  months  of  educa¬ 
tional  work  in  the  industry,  will  lie 
introduced  to  the  customer  at  the  In¬ 
ternational  Fur  Fair  in  Philadelphia. 
The  development  of  “petites”  started 
with  an  industry  meeting  called  by  the 
Retail  Fur  Council  early  in  1951.  It 
was  pointed  out  then  that  over  63  |)er 
cent  of  U.  S.  women  are  five  feet  three 
or  less  in  height:  yet  for  these  two- 
thirds  of  the  customers,  proportioned 
fit  did  not  exist  in  ready-made  fur 
garments.  T'heir  coats  were  simply 
shortened  at  the  hem  and  sleeves. 
Short  women  found  these  chopjied-off 
gannents  clumsy  looking  and  inele¬ 
gant,  and  many  of  them  decided  that 
only  a  tall  woman  could  wear  furs  with¬ 
out  “looking  like  a  teddy  bear.”  Now’ 
experts  in  the  trade  feel  certain  that 
the  new  |jetite  lines,  offering  these 
women  properly  profjortioned  gar¬ 
ments  for  the  first  time,  will  open 
up  a  brand  new  market,  and>a  huge 
one.  There  are  over  35  million  women 
in  this  under-five-feet-three  category. 

Better  Fit  for  All.  To  make  the  story 
even  better,  the  industry  now  offers 
two  truly  revolutionary  fitting  im¬ 
provements.  Women  have  complained 
that  fur  coats  are  too  heavy.  We  have 
the  answer:  the  “feather  weight  neck¬ 
line,”  which  makes  the  fur  coat  seem 
lighter  in  weight  and  prevents  it  from 
sliding  down  in  the  back.  Poor  shoul¬ 
der  fit  and  stretched  necklines  have 
been  another  problem,  and  that  too 
has  been  solved.  An  improved  shoul¬ 
der  pad  has  been  introduced,  which 
prevents  the  neck  of  the  garment  from 
stretching,  and  equalizes  the  shoulders. 

Opportunity  for  Retailors.  The  fur 

industry,  then,  has  done  a  real  job  of 


improving  its  prcxluct.  F'or  further 
support,  we  have  the  excise  tax  reduc¬ 
tion  we  won  last  year:  the  extensive 
and  beautiful  color  range  that  has 
been  develojsed:  and  the  much-needed 
revival  of  many  medium-priced  and 
handsome  “forgotten  furs.” 

This  is  the  best  chance  retailers  may 
ever  have  to  re-develop  a  profitable 
business  in  furs.  The  ilecline  in  sales 
volume  since  the  botsm  years  of  the 
war  has  been  almost  unbelievable. 
Using  the  excise  tax  collection  figures 
as  a  base,  fur  volume  in  1953  was 
about  $230  million.  According  to  the 
C^ontrollers’  (Congress  Merchandising 
and  Ofjerating  Results  for  1953,  the 
average  sale  in  furs  that  year  w'as  .$180. 
T'his  gives  an  estimate  of  1,278,000  as 
the  number  of  sales  made.  In  other 
words,  out  of  a  |X)pulation  of  55,- 
.348,000  women,  only  about  tw’o  in  a 
hundred  bought  furs  in  1953. 

With  this  country  at  an  all-time 
jjeak  of  prosjicrity,  that  figure  is  pa¬ 
thetic.  .\n  enormous  sales  jjotential  is 
waiting  to  be  realized,  and  I  am  cer¬ 
tain  it  will  be  if  retailers  give  proper 
support  to  the  industry’s  story  of  new 
style,  new  l)eauty  and  new  comfort  in 
furs.  These  features  warrant  a  new 
approach  in  advertising:  less  emphasis 
on  price  and  bargains  and  more  on 
fashion,  quality,  color  and  fit.  The 
story  of  beauty  and  precious  quality 
should  take  in  the  whole  wide  range 
of  furs  and  not  concentrate  on  mink. 
We’ve  put  ourselves  in  the  position  of 
training  customers  to  think,  “If  you 
can’t  afford  a  mink,  it’s  not  worth  hav¬ 
ing  a  fur  garment,”  and  then  trying 
to  rectify  the  trouble  by  competing  on 
“bargains”  in  mink.  It’s  not  good  to 
ignore  the  customer  who  can’t  afford 
even  a  bargain  mink  but  could  and 
would  buy  a  popular-priced  fur  if  she 
were  assured  that  it’s  fashion  right. 

This  is  the  year  to  start  making 
women  fur-conscious  again,  in  every 
price  and  income  range.  If  the  whole 
industry  will  follow  through  on  these 
excellent  beginnings,  1955  may  w’ell 
witness  the  rebirth  of  the  fur  business. 


TRANSFER  HAMPER 


When  reedy-to-weer  merebandue  must 
be  moved  from  warehouse  or  store  to 
store,  the  Lane  Style  74  Transfer  Hamp¬ 
er  cuts  down  handling,  damage  and  the 
need  for  reconditioning  in  a  big  way. 
Snag-proof  and  dust-proof,  the  Lane 
Style  74  is  zipped  shut  with  heavy  duty 
fasteners... contents  can’t  get  soiled. 
Fasteners  can  be  secured  easily,  to  thwart 
pilferage.  Check  these  other  features: 

•  Hanger  rod  equipped  with  retaining 
bar  to  hold  hangers  in  place 

e  Hamper  is  light,  yet  ruggedly  con¬ 
structed,  extremely  durable 

•  S'ball  bearing  rubber-tired  casters  pro¬ 
vide  easy  running  and  maneuverability 

•  Body  of  hamper  is  tough,  long-wearing 
duck,  woven  to  exact  Lane  specifica¬ 
tions 

•  'Two  sizes:  Inside  Dimensions 

Size#l  36' X  26' X  54” 

Size  #2  48' X  24' X  64" 

To  be  sure  of  the  best,  INSIST  ON 
LANS  Style  74  Transfer  Hamper 


Write  tor  intormmtion 


Jwie,  1955 
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The  Credit  Job  {continued  from  page  36) 


Now 
Ready . . . 


FALL  BASIC 
STOCK  LIST 


PIECE  GOODS 


•  This  li«t  sums  up  the  thinking 
of  buyors  from  top  store*  in  tho 
country. 


#  Eight  stondorilixod  classifica¬ 
tions,  each  with  sub-classiflco- 
tiens,  are  listed. 


You'll  find  it  an  invaluable  aid 
in  selecting  and  maintaining 
your  basic  stocks. 


•  Also  give*  merchandise  control 
form*. 


PRICE— for  members  only 
$1  PER  COPY 


Merchandising  Division 
National  Retail  Dry  Goods  Assn. 
100  West  31st  Street 
New  York  1,  N.  Y. 


Please  send  me . copies 

of  the  Fall  Basic  Stock  List  for  Piece 
Goods. 


Please  Bill  Me 


Check  Enclosed 


Address 


City,  State 


Cutting  Costs.  Stores  paying  more 
than  35  per  cent  on  collections  of  past 
due  accounts  should  study  their  col¬ 
lection  methods  “for  ways  and  means 
to  reduce  their  costs.”  This  recom¬ 
mendation  came  from  j.  P.  Stede- 
houder,  of  the  Central  Charge  Serv¬ 
ice,  Washington,  in  his  report  on  a 
CMD  survey  of  collection  costs. 

“Median  figures  for  professional 
collection  costs  range  from  .31.5  per 
cent  for  stores  with  annual  credit  sales 
of  S20  million  to  a  high  of  44.5  per 
cent  for  stores  doing  between  $1  and 
.$2  million  of  annual  credit  sales,” 
Stedehouder  said.  He  reported  a  wide 
variation  in  rates  of  collection  agen¬ 
cies,  and  suggested  the  rates  charged 
in  Cleveland  and  Washington  as  a 
guide  for  comparison. 

In  Cleveland,  the  rates  are; 

Under  $15—50  per  cent;  between 
$15  and  $50—30  per  cent;  between  $51 
and  $150—25  per  cent;  over  $150—20 
per  cent.  For  accounts  older  than  12 
montlis,  rates  are  higher. 

In  Washington,  the  rates  are; 

Under  $10—50  per  cent;  between 
$10  and  $99.99— 33j/^  per  cent;  over 
$100—20  per  cent;  and  outside  the 
metropolitan  area  rates  are  50  per 
cent  on  all  amounts. 

He  advised  stores  who  place  more 
than  one  per  cent  of  their  accounts  up 
for  collection  to  re-study  “your  ap¬ 
praisal  of  new  accounts,  your  author¬ 
ization  control  and  your  collection 
procedure.”  He  said  “where  credit  re¬ 
ports  are  not  obtained  when  accounts 
are  opened,  collection  costs  are  sub¬ 
stantially  higher.” 

Some  stores  employ  their  own  at¬ 
torneys  to  handle  collections,  he  re¬ 
ported.  Many  stores  send  letters  to 
debtors  on  the  attorneys’  stationery, 
and  then  send  the  letters  to  the  attor¬ 
ney  for  signature  and  follow-up. 


of  the  May  Company,  Los  Angeles, 
who  maintained  “office  management 
today  is  probably  as  important  a  factor 
in  net  results  of  a  credit  operation  as 
the  traditional  credit  and  collection 
factors.” 

Dr.  Russell  Moberly,  director  of  the 
Management  Center,  School  of  Busi¬ 
ness  Administration,  Marquette  Uni¬ 
versity,  advised  retailers  to  undertake 
long  range  education  programs  to 
train  more  executives.  He  said  expan¬ 
sion  of  retailing  activities  in  branches 
and  shopping  centers  retpiired  trained 


executives. 


“By  making  every  effort  to  under¬ 
stand  your  customer,  he  will  be  more 
likely  to  try  to  understand  you,”  Dr. 
.\.  C.  Van  Dusen,  vice  president  of 
Northwestern  University,  Evanston, 
told  credit  managers  at  a  luncheon 
meeting. 


Productivity.  The  need  for  informa¬ 
tion  in  15  categories  of  the  credit  de¬ 
partment  to  set  up  work  standards  for 
department  personnel  was  stressed  by 
Charles  F.  Naumann,  credit  sales  man¬ 
ager,  Lansburgh  8c  Company,  Wash¬ 
ington. 

Naumann  also  proposed  the  study 
of  office  procedures,  management  and 
organization.  He  quoted  Ray  Horton 


Credit  Life  Insurance.  Pros  and  com 
of  (Tedit  life  insurance  were  outlined 
by  J.  C.  Gilliland,  personal  credit 
management  division,  Pullman  Trust 
8c  Savings  Bank,  Chicago,  in  the  clos¬ 
ing  panel.  Gilliland  drew  no  conclu¬ 
sions,  offered  no  recommendatiom 
after  reporting  on  his  study. 

He  defined  credit  life  insurance  as 
a  contract  “under  which  the  insurance 
company  agrees  to  pay  to  the  creditw 
any  balance  due  on  an  insured  debt¬ 
or’s  account  in  the  event  of  the  debt¬ 
or’s  death.”  Premiums  on  group  and 
individual  contracts  vary  from  75 
cents  a  month  for  each  $1,000  in  group 
policies,  and  $1  per  $100  per  year  for 
individual  coverage  on  the  balance 
due. 

Pro’s  of  the  insurance  plan  are: 
“.\dvertising  value  .  . .  and  go<xl  will;’ 
an  aid  in  sales;  a  possible  profit  after 
handling  expense  allowance  on  the 
insurance;  quick  payment  of  balance 
due  claims. 

The  cons  are;  “account  balances 
charged  off  because  of  death  repit- 
sent  such  a  small  percentage  that  the 
cost  of  insuring  all  balances  would 
greatly  exceed  the  possible  loss;”  an 
increase  in  service  charges  to  cover 
insurance  cost;  customers  may  think 
“that  they  had  been  sold  something 
they  didn’t  need;”  adoption  of  the 
plan  by  all  stores  would  eliminate  pos- 
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sible  (oinjjetitive  advantage  for  all; 
it  adds  to  costs  and  creates  poor  pub¬ 
lic  relations  if  plan  is  dropped  after 
adiieving  customer  acceptance. 

Bad  Debt  Losses.  Increases  in  bad 
debt  losses  were  reported  by  large 
volume  stores,  while  smaller  stores 
showed  a  ilrop  in  their  bad  debt  losses, 
a  preliminary  survey,  conducted  by 
the  (iretlit  Management  Division,  re¬ 
vealed. 

The  survey,  to  be  released  in  final 
form  in  .September,  in  the  CMD’s  year 
book,  indicated  that  as  much  as  a  .10 
per  cent  incTease  was  noted  in  stores 
with  a  volume  of  $10  to  $20  million, 
and  from  $2  to  $5  million.  Stores  in 
the  $20  million  volume  class  showed 
a  fractional  increase,  from  .21  to  .23 
per  cent.  Stores  in  the  S5  to  $10  mil¬ 
lion  volume  group  rejiorted  bad  debt 
losses  of  .23  per  cent  in  1954  as  against 
.17  per  cent  in  1953. 

Smaller  stores  decreased  their  bad 
debt  losses;  in  the  $1  to  $2  million 
volume  group,  from  .27  to  .22  per  cent, 
and  in  the  under  $1  million  group, 
from  .34  to  .30  per  cent. 
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The  Case  Against  the  Sales  Tax  {continued  from  page  25) 


letter,  they  advocate  the  broad-based 
excise  in  order  to  have  the  present  52 
per  cent  corporation  tax  reduced,  they 
will  continue  to  ask  the  same  number 
of  profit  dollars  they  get  now’,  and,  if 
possible,  the  same  profit  ratio.  It  is 
their  wish  to  have  the  missing  tax 
revenues  replaced  by  the  levy  on  the 
final  consumer. 

Now,  is  it  true  that  the  corporation 
profit  tax  is  so  heavy  a  burden  that  it 
interferes  with  capital  formation?  The 
working  capital  of  the  publicly  listetl 
corporations  that  report  to  the  .Secur¬ 
ities  and  Exchange  Commission  was 
$95  billion  at  the  end  of  1954.  Add 
to  this  the  working  capital  of  die 
many  thousands  of  unlisted  business¬ 
es,  and  I  think  you  will  agree  that 
over  the  past  few  years  capital  forma¬ 
tion  has  made  fantastic  advances.  Dr. 
Adler,  economist  for  the  Hanover 
Bank,  has  reported  that  for  the  period 
1946-1952,  inclusive,  the  excess  of  total 


revenue  over  total  expenditures  of  re¬ 
porting  corporations,  including  taxes 
and  dividends,  amounted  to  $76.4  bil¬ 
lion.  'I'his  condition  has  improved 
materially  since  then,  in  spite  of  a 
1954  that  was  not  all  we  would  have 
liked  it  to  be. 

I  know  yon  read  corporation  re¬ 
ports  just  as  I  do.  1  think  yon  have 
noticed  the  steady  growth  of  the  book 
value  of  corporations  over  the  years. 
It  seems  to  me  that  this  worry  about 
capital  formation  is  greatly  exagger¬ 
ated;  that  it  residts  from  a  selfish  de¬ 
sire  to  shift  a  tax  burden  from  our 
shoulders  onto  someone  else’s.  And 
this  idea  of  shifting  the  burden  hasn’t 
been  thought  through  all  the  way. 

How  does  c  purchase  tax  affect  a 
country's  economy? 

If  you  will  talk  to  Charles  G. 
Nichols  and  the  other  retailers  who 
have  gone  to  Europe  on  business  ad¬ 


visory  missions,  you  will  find  that  in 
all  the  countries  witli  the  low’est  stand¬ 
ard  of  living  the  consumption  taxes 
were  the  highest  and  were  relied  ujjon 
more  than  other  forms  of  taxation  as 
a  source  of  government  revenues. 
You  will  find  that  the  excise  taxes 
have  the  effect  of  keeping  the  poor 
poor  and  the  standanl  of  living  low, 
to  the  detriment  of  all  the  economy. 

I  should  like  to  remind  you  also 
that  the  Canadian  excise  tax,  extolled 
so  highly  by  those  who  want  to  see 
one  adopted  here,  started  very  low— at 
one  per  cent,  I  believe—  and  grew  a 
per  cent  or  so  at  a  time  until  it  has 
reached  fantastic  rates  on  some  types 
of  merchandise.  What  do  you  suppose 
will  keep  our  legislators  from  raising 
a  five  per  cent  tax  to  six  or  seven  if 
they  think  there  is  need  for  money? 
The  tax  will  be  at  the  manufacturer’s 
level;  nobody  is  going  to  see  it  as  a 
separate  charge:  the  effect  will  just  be 
to  increase  the  cost  of  merchandise  to 
the  consumer.  The  jjerson  who  will 
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be  blamed  for  the  price  increases  is 
the  last  point  of  distribution:  the  re¬ 
tailer.  We  are  offered,  it  seems  to  me, 
a  very  vicious  form  of  taxation,  and 
not  the  least  of  its  dangers  is  that  it 
will  expose  the  retailer  to  charges  of 
profiteering. 

There  are  no  excise  taxes  on  milk. 
But  look  at  the  constant  public  outcry 
about  the  spread  between  the  farmer’s 
price  and  the  price  when  it's  delivered 
at  our  homes.  Every  so  often  an  expla¬ 
nation  is  made  which  satisfies  people 
like  you  and  me,  who  have  some  idea 
of  the  economics  of  business,  but  the 
consumers  still  think  and  say  that  the 
retailer  is  getting  too  much  money  for 
his  merchandise. 

Why  should  the  lower  income  portion 
of  the  population  bear  a  larger  share 
of  the  tax  burden? 

Will  it  be  any  credit  to  those  of  us 
who  have  pretty  nearly  everything  we 
want  if  we  try  to  get  more  for  our¬ 
selves  at  the  expense  of  those  who  now 
spend  all  they  have  for  ordinary  living 
rvpenses?  Would  it,  for  that  matter, 
be  sensible?  The  retailers  who  oppose 
excise  taxes  don’t  think  so.  They  don’t 
like  to  pay  high  income  taxes  any  more 
than  anybody  else  does.  Neither  are 
they  more  altruistic  than  other  people. 
However,  it  seems  to  them  that  it 
would  be  shortsighted  to  fix  it  so  that 
their  customers  have  less  to  spend  in 
the  hof)e  that  they  themselves  will 
then  have  more  either  to  spend  or  to 
invest.  They  don’t  think  it  would 
work  out  that  way.  They  believe  the 
result  would  simply  be  to  make  it  even 
tougher  to  earn  a  profit.  And  though 
they  don’t  like  a  51  per  cent  profit  tax, 
they’d  rather  have  it  than  have  no 
profit. 

Why  don’t  we  spend  our  energies 
on  getting  the  total  tax  burden  re¬ 
duced  instead  of  trying  to  redistribute 
it?  If  the  Hoover  Committee’s  pro¬ 
posals  for  cutting  the  cost  of  govern¬ 
ment  were  carried  out,  more  money 
would  enter  the  spending  stream  to 
buy  the  things  people  use  in  their 
everyday  living.  At  the  U.  S.  Chamber 
meeting  last  month,  Mr.  Hoover  and 
Mr.  Byrd  |K>inted  out  that  the  budget 
could  be  balanced  overnight  if  some 
of  the  recommendations  of  the  task 
forces  were  put  into  effect  and  some 
of  our  foreign  aid  cut  back.  The 


changes  would  permit  the  government 
to  live  within  its  means. 

•  •  • 

I  am  sorry  I  have  made  this  letter 
so  very  long,  but  it  could  have  been 
much  longer.  For  instance,  1  haven’t 
said  anything  here  about  the  inflation¬ 
ary  effect  of  such  taxes  and  their  pyra¬ 
miding  on  the  cost  of  living  index— 


which  is  the  basis  of  parity  prices  lor 
farmers  and  of  wage  increases  in  union 
contracts.  But  I  hope  1  have  explained 
in  some  measure  why  the  National 
Retail  Dry  Cioods  Association  has  con¬ 
sistently  opposed  excise  taxes  at  either 
the  retail  or  the  manufacturer  level, 
and  particularly  at  the  manufacturer’s 
level. 


Rebuilding  the  Downtown  Centers  ((ontinued  from  page  40) 


million,  into  an  area  of  six  square 
blocks  contiguous  to  each  other  and 
extending  into  the  present  dilapidated 
business  district.” 

It  was  Merrill,  too,  who  pointed  out 
that  just  the  simple  pooling  of  private 
construction  plans  can  jrroduce  an 
integrated  downtown  center. 

SHOPPING  CENTERS 

T^O  aspect  of  downtown’s  develop- 

^  ment  excited  as  much  interest 
among  these  conferees,  especially  the 
architects,  as  the  re-planning  of  its 
stores.  All  the  discussion  reflected 
their  experience  with  suburban  shop¬ 
ping  centers  and  their  conviction  that 
'  the  elements  that  make  these  attrac¬ 
tive  can  be  reproduced  or  even  im¬ 
proved  in  the  downtown  area. 

One  method  of  creating  a  shopping 
center  would  be  to  select  an  area  con¬ 
taining  one  or  two  large  department 
stores  and  a  number  of  small  stores 
and  converting  the  connecting  streets 
into  jjedestrian  malls.  Covered  arcades 
were  suggested,  too,  like  those  of  Euro¬ 
pean  cities  and  like  those  created  in 
Chicago,  where,  to  permit  the  widen¬ 
ing  of  Congress  Street,  “the  sidewalks 
were  pulled  into  the  buildings.” 

Douglas  Haskell  said:  “Suppose 
that  on  two  main  streets  you  have  this 
arcading,  and  crossing  in  the  other 
direction  are  minor  streets  that  are 
not  really  important  to  the  traffic  of 
the  city.  Instead  of  cutting  the  side¬ 
walk  in  under  the  buildings  along 
these  side  streets,  why  not  widen  the 
sidewalks,  plant  trees  and  leave  only 
enough  pavement  to  accommodate 
service  vehicles?  .  .  .  All  at  once,  you 
have  a  group  of  stores  occupying  sev¬ 
eral  blocks  as  a  visual  and  pedestrian 
unit.” 

From  reserving  streets  for  pedestri¬ 
ans  it  is  only  a  short  step  to  roofing 


them  over  and  air  conditioning  them. 
“Malls  that  cost  25  cents  a  square  I 
foot,”  said  Kenneth  E.  Welch,  of  j 
Grand  Rapids,  “put  an  extra  burden 
on  distributing  goods.  Our  current 
thinking  is  to  have  30  or  40  stores 
practically  in  one  building.  ...  In  the 
center  of  the  air  conditioned  ‘street’ 
we  have  concessions  that  we  estimate  : 
will  pay  $20  a  square  foot  in  rental- 
one  of  the  most  important  concessions 
being  a  sidewalk  cafe.”  | 

Somewhat  different  in  conception  | 
was  the  “vertical  shopping  center"  | 
proposed  by  John  Osman  of  the  Ford  I 
Foundation.  “Single  stores  down-  | 
town,”  he  said,  “are  a  luxury  that  | 
downtowns  can’t  afford.  Little  one-  | 
story  or  two-story  shops  are  going  to  I 
have  to  be  rebuilt  into  architectural  I 
developments  something  like  the  old  I 
arcades,  but  instead  of  being  horizon-  I 
tal  arcades,  they  will  have  to  go  up.”  | 
The  favorite  theme  of  pedestrian  | 
malls  downtow'n  led  to  proposals  for  I 
the  functional  zoning  of  all  downtown 
traffieways.  Oskar  Stonorov  said:  “We 
have  been  talking  in  Philadelphia 
about  running  a  trolley  car  down 
Chestnut  Street  and  up  Walnut  Street, 
extending  the  sidewalk  to  the  trolley 
car  anti  having  no  automobiles  in 
those  two  shopping  areas  and  no  de¬ 
liveries  after  nine  o’clock  in  the  morn¬ 
ing.”  In  other  downtown  areas,  it  was 
suggested,  the  same  idea  could  be  ap¬ 
plied-allowing  only  trucks,  for  exam¬ 
ple,  in  a  warehousing  section. 

Downtown  business  will  be  healthi¬ 
est  if  downtown  is  more  than  a  business 
center:  ideally  it  will  be  the  communi¬ 
ty’s  civic  center  as  well,  and  the  chos¬ 
en  location  of  its  museums,  galleries, 
libraries  and  theatres.  To  preserve  and 
beautify  these  and  to  keep  them  acces¬ 
sible  should  be  as  much  a  goal  of  the 
downtown  planner  as  to  keep  the  life- 
giving  shopping  traffic  moving  into 
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downtovMi  stores.  .\s  the  conferees 
talked  about  the  drama  and  the  vital¬ 
ity  and  beauty  that  should  be  part  of 
the  “gra\ itational  pull”  of  the  central 
city,  they  evoked  a  picture  of  the  great 
cities  c)t  the  Renaissance.  Like  Hor- 
ence  oi  Venice,  a  city  can  be  a  work 
of  art;  and  these,  at  the  peak  of  their 
beauty,  were  great  commercial  centers 
as  well. 

This  concept  of  the  vital,  beautiful, 
planned  city  is  beginning  to  take 
hold  in  .Vmerica— inspiring  architects, 
municipal  governments,  and  private 
builders.  In  the  new  Civic  Center  in 
Los  Angeles,  in  the  United  Nations 
area  aiul  the  long-established  Rocke¬ 
feller  (Center  in  New-  York,  in  the 
(Ihicago  plans,  including  the  Fort 
Dearborn  proposals  and  those  tlevel- 
oped  for  (mrson  Pirie  Scott’s  Centen¬ 
nial  competition,  these  ideas  begin  to 
take  a  concrete  shape.  They  are  the 
ideas  which  will  stimulate  the  public 
imagination  and  awaken  in  all  the 
citizens  the  sense  that  downtown— the 
central  city— is  the  property  and  con¬ 
cern  of  all  of  them. 

It  is  essential,  the  conference  agreed, 
that  the  case  for  downtown  l>e  present¬ 
ed  vividly  and  vigorously  and  untiring- 
Iv  to  the  public.  Expressways,  slum 
clearance,  rapid  transit  lines  and  park¬ 
ing  facilities  cost  many  millions  of  dol¬ 
lars  and  they  are  not  ever  achieved 
without  dislocation  and  inconvenience 
to  somebody.  .As  Sidney  Baer  said  re¬ 
peatedly,  it  recjuires  a  tightly  organ¬ 
ized,  iniluential  group  of  business  men 
to  plan  realistically,  to  do  the  essential 
public  relations  job,  to  cut  through 
|N)litical  considerations  and  to  break 
clown  the  resistance  to  change  which 
may  be  downtown’s  biggest  problem. 

«  «  • 

I  his  article  has  presented  only  the 
liighlights  of  a  discussion  that  engaged 
the  full  participation  of  26  specialists 
for  two  days.  In  the  June  issue  of 
Architectural  Forum,  there  is  a  much 
more  detailed  report  on  the  meeting. 
N'RDG.A’s  Downtown  Committee, 
meeting  in  New  V'ork  this  month,  has 
plans  for  half-a-dozen  other  projects  to 
l)e  carried  out  this  year  and  next.  A 
teport  on  these  plans  will  appear  in 
Stores  next  month.  One  basic  job,  al¬ 
ready  well  begun,  is  the  assembly  of  a 
complete  library  and  information  file 
on  downtown  planning. 
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The  Month  in  Retaiiing 

(continued  from  page  10) 

Talbott  advised  retailers:  “With 
imagination  and  alert  selling  we  can 
profitably  ‘smoke  out  more  volume’ 
this  summer.  And  the  accomplish¬ 
ment  of  that  objective  is  important 
not  only  for  members  of  the  NRDGA 
btit  it  will  contribute  substantially  to 
maintain  the  economy  at  a  high  level. 

“The  number  of  people  employed 
and  the  average  annual  income  per 
family  continue  at  peak  levels.  This 
year  our  customers  will  have  addition¬ 
al  millions  of  dollars  to  spend  during 
June,  Jidy  and  /\ugust  in  America’s 
retail  stores.” 

Tax  Accounting  on 
Revolving  Credit 

The  increasing  use  of  “revolving 
credit”  and  similar  plans  for  deferred 
payments  on  purchases  of  goods  has 
raised  the  very  important  question  of 
whether  such  plans  qualify  under  the 
“insPalment  method”  of  reporting  for 
Federal  income  tax  purposes.  (See  the 
article  on  this  subject  by  James  J. 
Bliss  starting  on  page  18,  of  this  issue.) 

There  hail  been  earlier  indications 
that  the  Internal  Revenue  Service  was 
of  the  view  that  revolving  credit  was 
nut  instalment  selling,  at  least  as  far 
as  tax  law  was  concerned.  .\s  a  residt 
of  conferences  and  a  brief  filed  with 
the  Revenue  Service  by  the  Control¬ 
lers’  Congress,  NRDGA  has  been  ad¬ 
vised  by  the  Treasury  that  the  ques¬ 
tion  is  now  “.  .  .  subject  to  such  doubt 
as  cannot  be  reasonably  resolved  prior 
to  the  issuance  of  the  [1954  Code]  reg¬ 
ulations.  .  .  .  You  may  be  assured  that 
the  method  of  accounting  projxysed  by 
you  will  be  given  careful  consideration 
at  the  time  of  drafting  the  [1954  Code] 
regulations  .  . 

Some  Tax  Deferrals  and 
Reserve  Deductions  Ended 

Sections  452  (deferral  of  prepaid  in¬ 
come)  and  462  (deduction  of  reserves 
for  estimated  expenses)  have  been  re¬ 
pealed,  retroactive  to  1954,  under  the 
provisions  of  H.R.  4725,  passed  last 
month  by  the  House  and  Senate. 

The  repeal  was  requested  by  the 
Secretary  of  the  Treasury,  who  feared 
that  the  two  sections  of  the  law  in- 


vobed  a  more  substantial  revenue  loss 
than  had  been  anticipated.  The  pro¬ 
visions  concerned  had  been  enacted 
in  order  to  conform  taxable  income 
with  generally  accepted  accounting. 

NRDGA  recommended  the  reten¬ 
tion  of  sections  452  anti  462  in  tiie  law 
in  a  statement  filed  with  the  Congress¬ 
ional  Committees  considering  the  re¬ 
pealer.  Conceding  that  the  revenue 
impact  of  the  law  might  have  been 
far  greater  than  original  estimates, 
the  statement  recommended  that  the 
application  of  section  462  be  spread 
over  a  five  year  peritnl  in  order  to 
“stretch  out”  the  tax  loss. 

But  because  the  two  sections  of  the 
law  had  been  characterized  by  the 
Administration  as  a  “great  mistake," 
a  statement  in  which  Iroth  parties 
seemed  only  too  willing  to  concur, 
efforts  to  defeat  H.R.  4725  were 
iloomed  to  failure. 

The  Senate  aineniled  the  House 
version  of  the  bill  to  allow  businesses 
until  December  15  to  pay  the  addi¬ 
tional  taxes  for  which  they  are  now 
liable. 

Bigger  Profits  in 
Infants'  Wear 

Suggestions  for  stepping  iqj  volume 
and  profit  in  the  infants’  wear  depart 
mcnt  were  offered  to  buyers  and  mer- 
chamlise  managers  at  the  annual 
Kleinert  luncheon  in  New  York  this 
month.  Chet  Lagomarsino,  Jr.,  pub 
licity  director,  the  J.  L.  Hudson  (>om- 
pany,  stressed  three  jioints:  conscien¬ 
tious  check  of  basic  stocks;  consolida¬ 
tion  of  resources;  and  an  aw'areness  of 
the  department’s  importance  to  the 
store  in  terms  of  voltime  (three  j)er 
cent  of  the  store  total)  and  profit  (6.,5 
per  cent  of  the  store  total.)  Kleinert’s 
Richard  M.  Bleier  complimented 
stores  on  their  improved  fixturing,  but 
urged  further  progress  toward  “put¬ 
ting  more  merchandise  at  the  custom¬ 
er’s  elbow”  through  open  display. 

A  thorough  study  of  the  infants’  de¬ 
partment,  its  problems  and  its  oppor¬ 
tunities,  will  be  featured  in  the  July 
issue  of  Stores,  as  a  Report  to  Man¬ 
agement.  Buyers  throughout  the  coun¬ 
try  have  contributed  facts  and  ideas  to 
the  study,  as  have  their  resources  and 
other  organizations  active  in  the  in¬ 
fants’  wear  field. 
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Sales  Tax  issue 
Taking  Shape 

A  sub((>iiiniittce  of  the  Congression¬ 
al  Joint  Coininittee  on  the  Economic 
Report  is  investigating  the  effect  of  tax 
rates  and  taxing  methods  on  the  econo- 
inv.  One  of  the  topics  to  Ire  discussed 
is  this:  “Is  it  |X)ssible  to  draw  up  a 
Federal  sales  tax  that  would  not  l)e  a 
deterrent  to  rising  living  standards 
and  economic  growth?"  It  may  Ite  jxrs- 
sihle,  hut  as  E.  C.  Stephenson  points 
out  in  this  issue  of  Storks  (see  page 
21),  the  ex|K'i  ience  of  other  countries 
with  this  kind  of  tax  should  warn  us 
away  from  it.  This  (Congressional  com¬ 
mittee  is  chairmanned  hy  Rep.  .Mills 
(1).,  .\i  k.),  and  the  other  members  are 
Senators  Douglas  (1).,  111.),  O’.Mahoney 
(1).,  W’yo.),  (ioldwater  (R.,  .\riz.),  and 
(Curtis  (R.,  .Mo.).  Their  program  calls 
lor  six  months  of  research,  followed 
by  hearings  in  Washington  in  Decem- 
l)er. 

Merchandising  Tools 
for  Men's  Wear 

Ikcause  the  analysis  ol  the  classifica¬ 
tions’  individual  contribution  to  total 
sales  in  .Men's  (Clothing  proved  so  s  alti- 
able.  the  .Men’s  and  Boys’  Wear  (iroup 
ol  the  .Merchandising  Division  has  de¬ 
cided  to  do  the  same  for  .Men’s  Sports¬ 
wear.  This  standardized  list  of  II  clas¬ 
sifications  of  Sportswear  will  provide, 
without  re-arrangement  of  merchan¬ 
dise  if  the  store  so  prefers,  a  standard¬ 
ized  basis  of  (omparison  of  Sportswear 
figures  with  national  and  regional 
meilians.  I’he  greater  the  number  ol 
stores  participating,  the  more  typical 
will  lx‘  the  figures.  Rejxnting  forms 
have  Ixeii  prepared.  Please  write  the 
Merchandising  Division  for  them.  .As 
in  the  past,  participants  will  receive 
the  reports  free. 

.Available  for  the  first  time  are  the 
(ontributions  to  total  department  vol¬ 
ume  of  the  1 1  standartl  classifications 
of  men’s  clothing  for  l9.o3  and  I9.">1. 
1  his  survey,  a  pioneering  effort  of  the 
.Men's  and  Boys’  Wear  (irou|),  gives 
contribution  figures  by  month,  season, 
and  total  year.  Completion  cjf  this 
two-year  job  now  provides  a  very  im¬ 
portant  merchandising  tool  in  proper¬ 
ly  planning  sales  and  stocks.  Copies, 
available  to  \RDG.\  members  only, 
are  SI. 00  each,  from  the  .Merchandis¬ 
ing  Division. 


Revolving  Credit  Plans 

(continued  from  page  38) 

million  dollars  sales.  For  example,  if 
you  anticipate  .SlOO  as  an  annual  dol¬ 
lar  value  j>er  account,  you  need  I0,(MM) 
accounts  to  produce  the  million  dollar 
volume.  Then  you  can  compute  the 
total  cost  of  your  present  monthly 
accounts  including  cost  of  placing  the 
account  on  your  books,  amortized  over 
.3-5  years,  the  cost  of  maintaining  your 
accounts  and  the  cost  of  money  for 
receivables  outstanding. 

I'o  this  you  can  add  the  additional 
o]xrating  costs  previously  explained, 
^uch  as  greater  batl  tlebt  loss,  author¬ 
ization  tost,  collection  costs,  billing 
costs,  and  the  tost  of  carrying  4»reater 
outstandings. 

•Viter  your  computations  are  com¬ 
pleted,  there  are  (piestions  of  policy, 
such  as:  (ian  a  customer  have  a  month¬ 
ly  and  revolving  actount  toncurrent- 
ly?  VVdiat  will  lie  your  maximum  ma¬ 
turity?  What  rate  of  service  charge 
will  be  made  and  how  does  this  com¬ 
pare  with  competitive  charges?  How 
will  the  plan  be  publicized?  How  will 
your  credit  extension  requirements 


differ  from  monthly  accounts? 

(fuestions  involving  equipment  and 
procedures  deal  with:  housing  equip¬ 
ment  and  physical  filing  arrangements; 
billing  equipment:  procedures  involv¬ 
ing  forms,  letters,  notices  and  em¬ 
ployee  training  and  supervision. 

Finally  there  is  the  cost  and  method 
of  financing  accounts  receivable  to  Ire 
studied. 

Fwo  more  signs  oil  the  horizon  of  a 
standard  account  are  the  trend  to  add 
late  charges  to  delinqtient  charge  ac¬ 
counts  and  the  development  of  the 
new  technicpie  of  continuous  budget 
accounts.  This  enables  stores  to  sell 
hartl  or  big  ticket  merchandise  on 
long  term  continuous  instalment  ac¬ 
counts  while  retaining  title  to  the 
giKKls  until  paid  for. 

The  trick  is  a  master  agreement  and 
a  (ombination  “add-on  agreement— 
salesclieck.”  No  longer  is  it  necessary 
lor  the  customer  to  continually  revisit 
the  tietlit  office  to  add  to  or  reactivate 
an  instalment  account.  In  the  nut¬ 
shell,  the  advantages  of  the  continu¬ 
ous  account  techniques  of  revolving 
credit  has  been  extended  to  long  term 
secured  hard  goods  selling. 


SELF-SERVICE 
CAN  WORK  MAOIC 
FOR  YOU  TOO 

Profit  Magic  like  this  — 
Sales  increases  averaging 
better  than  25  Vo  I 
Overhead  costs 
cut  5  to  10  Vo  I 


auccessiui  everywnere  triea  —  arug, 
stationery,  hardware,  variety  stores 
and  many  others  —  successful 
because  Bulman  knows  self-service 
merchandising  —  successful  because 
Bulman  adapts  self-service  merchan¬ 
dising  to  the  type  of  store  —  success¬ 
ful  because  Bulman  steel  equipment 
is  engineered  for  flexibility  and, 
because  it  is  planned  into  each 
store  by  successful  Merchandising 
Consultants. 

For  moro  information,  write 


Biihiidii 


COMPANY,  INC. 


DEPT.  ST  255.  GRAND  RAPIDS  2,  MICHIGAN 
THE  GREATEST  NAME  IN  SEtF-SERVfCE 
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Wanamaker's  Branch 

(continued  from  page  29) 


needlework  and  notions;  stationery, 
records  and  book  tlepartments;  silver 
and  jewelry,  and  a  gift  shop.  The  sec¬ 
ond  Hoor  has  the  women’s  and  chil¬ 
dren’s  tlepartments;  beauty  shop; 
photo  studio,  and  a  tiistomer  lounge. 
Furniture,  home  furnishings,  radio 
and  television,  housewares  and  gour¬ 
met  shop  are  on  the  third  floor. 

Hudson  V^illey  history  supplies 
much  of  the  detorative  theme  of  the 
store  interior.  On  the  main  floor,  for 
example,  there  are  paintings  of  the 
old  steamships,  sailing  ships  and  rac¬ 
ing  brigs  that  once  plied  up  and  down 
the  river.  A  huge  steering  wheel  from 
one  of  the  Huds»)n  River  packets  is 
flanketl  by  a  pair  of  river-boat  brass 
lanterns.  Some  of  the  elegance  of  the 
old  mansions  of  .\lbany,  Poughkeep¬ 
sie  and  Nyatk  appears  in  the  hand¬ 
some  antique  chandeliers  usetl  in  the 
jewelry  department  and  the  men’s  de¬ 
partment.  Murals  throughout  the 
store  recall  the  early  days  of  New 


AITIRWIOMS.. 
AT  A  PROFIT'. 


Alterotion  Losses 
Are  Out-Of-Date 

Alteration  losses  ore  not 
necessary.  Modern  meth¬ 
ods  of  control,  medio  of 
measurement,  incentive  sys¬ 
tems,  accurate  and  regular 
distributions  of  cost,  proper 
supervision ...  con  oil  help 
reduce  tosses  and  fre¬ 
quently  even  create  actual 
profits. 

The  UNITROL  System  is 
reducing  these  losses  in 
stores  Coast  to  Coast. 
Without  obligation  we'll 
be  pleased  to  give  you 
details. 

WRITE.  WIRE  OR  PHONE 


G.J.MARDER  ASSOCIATES 

4403  Sheridon  Rood,  Chicago  40,  Illinois 
fDgewater  4-5112 


DISPLAY  PLATFORMS  nn  the  second  floor  are  of  travertine  marble,  backed  by 
|>anels  of  Dorothy  1  iebes  handwoven  blinds.  I  here  are  four  of  these  platforms,  ai 
the  merchandise  displavs  are  set  off  by  antique  collectors’  treasures  in  the  form  of 
tentury  f>eoj>raphi(al  and  astronomical  globes,  early  .\tnerican  weathervanes  and  laoi| 
(jtiered  (bests. 


York  State— old  t|uilting  designs  and 
stencilwork  and  Victorian  costumes 
are  some  of  the  themes.  Some  wall 
treattiieius  are  copied  from  old  board 
and  batten  panels;  the  circular  dress 
salon,  jranelled  in  walnut,  has  top  sec¬ 
tions  of  etched  glass  in  the  Hudson 
V'alley  tnotif;  there  are  captain’s  chairs 
of  oak;  (Chippendale  high-back  sofas; 
lamps  tnade  of  old  tea  canisters,  and 
long  pine  benches— the  whole  a  mix- 
tttre  of  the  native  craftmanship  and 
imported  elegance  that  characterized 
the  19th  century  way  of  living  in  this 
area. 

(Color  schemes,  however,  are  bright 
and  light  and  combine  with  an  excep¬ 
tionally  efficient  lighting  system  to 
give  high  visibility.  Less  harsh  than 
the  usual  white  is  the  soft  pink  of  the 
ceilings.  The  pink  combines,  in  dif¬ 
ferent  areas,  with  off-white,  grey,  beige 
and  blue  in  the  walls,  floors  and  hang¬ 
ings.  Warmth  and  richness  is  con¬ 
tributed  by  many  wall  treatments  of 
wocxl  panelling.  The  fixtures  are  of 
rosewood,  teakwocxl,  pastel  formica 
and  bronze. 

Lighting  fixtures  are  both  fluor¬ 
escent  and  incandescent.  On  the  fash¬ 
ion  Hoor,  incandescent  lighting  en¬ 
hances  merchandise  colors.  In  the  glass¬ 
ware  department  continuous  overhead 


troughs  and  base  lighting  refract  thc< 
light  through  the  merchandise.  .Spot¬ 
lighting  is  used  in  many  areas. 

I'he  W^anamaker  tradition  of  a  conn 
inunity  auditorium  is  carried  out  on 
a  grand  scale  in  the  new  store.  The 
"Westchester  Room’’  on  the  third 
floor  has  electrically  operated  |)arti* 
tions  that  fold  back  accordion-style  so 
that  it  can  be  divided  into  sevetili 
smaller  meeting  rooms.  It  can  be 
reached  by  its  own  septirate  staircaje^ 
has  rolling  .stages  for  fashion  showiijS 
and  facilities  for  kitchen  and  cookingi^ 
demonstrations.  It  is  intended  to  serve 
the  community  for  art  exhibits,  bridgCt 
parties,  moving  pictures  and  all  civk 
meeting  purjwses,  and  can  be  leserved* 
by  local  groups  without  any  charge. 

Victor  Hagerstrom,  manager  of  the 
Westchester  branch,  has  been  a  divis* 
ional  vice  president  and  merchandilfr^ 
manager  of  the  Philadelphia  store.  He 
joined  Wanamaker’s  in  1946  and  in 
1953  was  named  divisional  vice  presH 
dent  and  assistant  to  the  president 


Correction 

]ohn  S.  \Vagner  is  treasurer  of  I-ock 
hart,  Inc.,  St.  I,ouis.  His  store  title  was 
reported  incorrectly  in  a  committee 
list  published  in  the  .May  issue  of 
.Stores. 
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